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PREFACE. 


IF  the  ftrange  difcordance  of  opinions,  which 
has  lately  been  manifefted  on  the  report  of 
the  Bullion  Committee,  affords  a  lamentable 
evidence  how  little  the  true  principles  of 
Political  Economy  are  underflood  in  this  coun- 
try, the  uncommon  intereil  which  the  con- 
troverfy  has  excited  feems  however  to  war- 
rant the  hope  that  the  attempt  to  render  the 
fcience  more  acceffible  will  not  be  deemed 
altogether  unworthy  of  public  approbation. 

It  is  particularly  for  thofe  to  whom  rank  or 
fortune  hold  out  the  noble  profpect  of  being 
one  day  called  to  legiflate  for  their  fellow- 
fubjecis,  that  I  have  condenfed  the  elements 
of  a  fcience  on  which  fo  great  a  ihare  of 
human  happinefs  depends,  and  which,  on 
that  account,  can  never  be  thought  repulfive 
by  thofe  who  feel  interefled  in  the  welfare  of 
their  country. 

I  lay  no  claim  to  either  originality  or  inven- 
tion. My  work  is  merely  a  compilation, 
founded  partly  upon  Profeffor  Jacob's  text 
book  for  German  univerfities*,  and  partly 

*    *  Grundfaetzc  der  National  Oeconomie.     Halle,  1805. 
A    3 


'26 


VI  PREFACE. 

upon  additional  notes  of  my  own.  To  make 
acknowledgments  to  the  authors  of  the  nume- 
rous publications  which,  within  thefe  lail  thirty 
years,  have  appeared  here  and  on  the  conti- 
nent, upon  fubjects  connected  with  political 
economy,  is  impoffible.  There  is,  however,  a 
juilly  celebrated  periodical  work,  to  which 
I  am  indebted  for  fome  valuable  pages. 
Among  its  many  excellencies,  the  Edinburgh 
Review  has  the  undiiputed  merit  of  having 
repeatedly  directed  public  attention  to  the 
mofl  important  tenets  of  Political  Economy, 
with  the  irrefiftible  eloquence  of  truth,  and 
a  peculiar  felicity  of  illuflration. 

I  muft  alfo  repeat  the  obfervation  with 
which  I  prefaced  my  ESSAY  ON  THE  STUDY  OF 
STATISTICS*,  that  my  work  has  defignedly 
not  been  fubmitted  to  the  inrpection  of  any 
correcting  friend;  not  from  any  fuggeftion 
of  vanity,  but  becaufe,  as  a  naturalized  Eng- 
lifhman,  I  have  to  encounter  a  ftrong  pre- 
fumption  that  an  imperfect  acquaintance 
with  the  language  of  my  adopted  country 
renders  me  inadequate  to  the  talk  of  deliver- 
ing either  public  or  private  lectures. 

Oral  inftruction,  in  any  but  experimental 
fciences  which  have  the  attraction  of  a  coflly 

*  Printed  for  H.  Colburn.     London,  1807. 
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apparatus*  is,  in  general,  too  much  under- 
valued. I  allow  that  men  of  fuperior  minds 
may,  in  the  latitude  of  their  clofet,  derive 
more  benefit  from  the  valuable  treatifes  which 
abound  on  every  fubject  of  learning,  than 
from  the  lectures  of  a  profeffor :  but  indepen- 
dent of  the  consideration  that  "  the  hour 
"  of  the  lecture  enforces  attendance ;  atten- 
"  tion  is  fixed  by  the  prefence  and  voice  of 
"  the  teacher ;  the  moft  idle  will  carry  fome- 
"  thing  away,  and  the  more  diligent  will 
"  compare  the  inflructions  which  they  have 
"  heard  with  the  volumes  which  they  perufe 
"  in  their  chamber  *  ;"  it  is  not  every  candi- 
date for  a  feat  in  legiflative  aflemblies  that  is 
pofTefled  of  a  fuperior  underilanding. 

Private  lectures  have,  undoubtedly,  the 
advantage  of  being  more  certain  in  their 
effects.  They  may  be  adapted  with  more 
difcrimination  to  the  reach  of  the  ftudent. 
Every  fubject  on  which  he  wants  more  parti- 
cular information,  may  be  more  extenfively 
difcuffed ;  the  focratical  method  of  improving 
the  mind  revived ;  and  folid  inilruction  con- 
veyed by  means  of  familiar  converfation. 
Roufed  from  the  dull  uniformity  of  his  own 
reflections,  the  fludent  is  forced  to  obferve, 

*  Gibbon's  Memoirs^  by  Lord  Sheffield.    Vol.  i.  p.  36. 
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to  compare,  and  to  judge ;  and  from  this  invi- 
gorating exercife  of  its  powers,  his  under- 
flanding  infallibly  gains  additional  ftrength. 
He  acquires  befides,  that  readinefs  of  expref- 
fion  which  is  fo  eminently  ufeful  in  public 
lituations.  "  Converfation,"  fays  Bacon, 
"  makes  a  ready  man."  But  is  it  from  the 
converfation  which  takes  place  in  the  bufy 
haunts  of  men,  or  in  the  gay  circles  of  fafhion, 
that  this  benefit  is  to  be  expected  ?  Is  it  not 
more  furely  obtained  by  converling  with  thofe 
who  will  lend  an  attentive  ear  to  our  obferva- 
tions,  and  who  are  prepared  for  the  fubjecl; 
to  be  difcuffed  ? 

There  is,  unfortunately,  a  formidable  pre- 
judice prevailing  againft  Political  Economy, 
becaufe  it  is  generally  taken  in  its  moll  exten- 
live  fenfe,  as  the  knowledge  of  the  means  beil 
calculated  to  produce  the  greatefl  fum  of 
happinefs  in  a  nation ;  and  as  far  as  thefe 
means  depend  more  particularly  on  the  civil, 
religious,  and  military  inilitutions  of  the  flate, 
and  on  the  connection  of  the  community  with 
other  nations,  it  certainly  comprizes  Politics, 
or  the  aggregate  of  the  principles  which 
ought  to  dire6l  the  conduct  of  governments 
towards  the  people  over  whom  they  rule,  and 
towards  other  nations.  But  are  thefe  prin- 
ciples never  to  be  taught  in  a  free  country, 
3  becaufe 
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becaufe  they  may  now  and  then  happen  to 
run  counter  to  the  favourite  maxims  of  men  in 
power  ?  It  is,  however,  to  Political  Economy, 
in  its  more  reftricled  fenfe,  or,  as  the  Germans 
have  recently  begun  to  call  it,  to  national 
economy,  as  far  as  it  inveiligates  the  means 
of  providing  a  plentiful  national  income,  that 
the  prefent  elementary  treatife  is  confined. 
My  ambition  will  be  amply  gratified,  if  my 
compilation  be  pronounced  anufeful  introduc- 
tion to  the  flandard  treatife  of  Adam  Smith. 


Brompton  Road, 
June  lily  1811. 
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INTRODUCTION. 

THE  rich  and  endlefs  variety  of  obje6ls 
by  which  man  is  furrounded  in  this 
world ;  his  manifold  enjoyments  ;  the  grati- 
fication which  he  derives  from  the  progreffive 
expanfion  of  his  mind  and  from  the  benevolent 
feelings  of  his  heart  ;  every  thing  in  and 
around  him  tends  to  imprefs  him  with  the 
cheering  conviction  that  the  end  of  .his  being 
is  happinefs.  But  experience  foori  teaches 
him  that  moil  of  the  agreeable  fenfations,  the 
multiplicity  and  intenflty  of  which  conilitute 
happinefs,  arife  from  a  regular  fupply  of  the 
neceffaries  and  comforts  of  life,  and  from 
the  complete  fecurity  with  which  they  are 
enjoyed. 
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The  happinefs  of  a  nation  refls  upon  the 
fame  conditions  as  the  happinefs  of  an  indi- 
vidual. It  is  proportionate  to  the  command 
over  the  means  of  gratification  and  to  the 
fecurity  with  which  they  are  enjoyed.  The 
totality  of  the  means  of  gratification  or  means 
of  fupplying  the  wants  of  every  individual 
member  of  a  nation,  is  called  the  national 
income ;  and  it  is  the  furplus  of  this  income 
above  the  actual  expenditure  of  the  nation 
which  conflitutes  the  wealth  of  a  nation. 

Political  economy  is  the  knowledge  of  the 
means  by  which  nations  are  beft  enabled  to 
provide  a  plentiful  income  for  themfelves.  It 
refers  folely  to  the  nature  and  caufes  of  the 
wealth  of  nations.  Locke,  Bifliop  Berkeley, 
David  Hume,  Sir  James  Steuart,  and  others 
who  diffeminated  the  firfl  principles  of  politi- 
cal economy  in  England,  blended  them  with 
fubje6ls  relative  to  politics,  police,  and 
finances.  It  was  only  in  the  year  1776  that 
the  nature  and  caufes  of  the  wealth  of  nations 
were  fully  and  ably  developed  in  the  immortal 
work  of  Adam  Smith,  the  firfl  treatife  of 
political  economy  which  fleers  clear  of  politics, 
and  the  firfl  in  which  the  national  income  and 
national  expenditure  are  carefully  diflin- 
guifhed  from  the  revenue  and  expenfes  of 
the  flate. 

As 
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As  the  elements  of  political  economy  em- 
brace the  nature  and  origin  of  the  wealth  of 
nations,  its  increafe,  its  moil  advantageous 
diflribution,  and  its  moil  profitable  confump- 
tion,  the  introduction  to  the  iludy  of  political 
economy  is  neceiTarily  divided  into  four 
books,  of  which  the  firil  ihows  how  the 
wealth  of  nations  is  produced ;  the  fecond, 
how  it  is  increafed ;  the  third,  how  it  is 
diilributed  ;  and  the  fourth  and  laft,  how  it  is 
confumed. 
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BOOK    I. 

ftF    THE    NATURE  AND   ORIGIN  OF    TfiE  WEALTH 
OF   NATIONS* 

CHAPTER   I. 

Of  the  Nature  of  Wealth  in  general. 

'HPHE  aggregate  of  the  external  or  tangible 
-*-  ufeful  things  belonging  to  an  individual 
conflitute  his  property*  As  property,  in  the 
metaphyfical  fenfe  of  the  word,  is  the  power 
of  producing  certain  effects,  fo  in  the  econo- 
mical fenfe  it  may  be  faid  to  be  the  power  of 
fupplying  wants  and  miniflering  to  enjoy- 
ments. Though  perfons  may  produce  the 
means  of  fatisfying  our  wants,  or  contribute 
to  our  comforts  and  enhance  our  enjoyments, 
they  yet  form  no  component  part  of  property* 
They  are  not  things.  But  whatever  elfe 
ferves  to  fupply  any  of  the  wants  of  man  or 
miniflers  to  his  comforts  and  pleafure,  whe- 
ther it  be  raw  produce,  a  manufactured 
article,  money,  labour,  or  perfonal  fervices 
of  any  kind,  forms  a  component  part  of  prp- 
perty  and  is  comprized  under  the  general 
denomination  of  a  commodity.  Property 
B  3  there- 
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therefore  may  be  defined  the  aggregate  of 
the  commodities  belonging  to  an  individual. 

As  the  wants  of  man  regard  either  the  mere 
fupport  of  life,  the  gratification  of  his  eafe  and 
convenience,  or  the  heightening  and  refining 
of  his  enjoyments,  the  fupply  of  thefe  wants  is 
either  neceflary,  convenient,  or  delightful,  and 
the  objects  by  which  they  are  fupplied  are  ac- 
cordingly called  neceflaries,  comforts,  or  lux- 
uries. That  extent  of  property  which  is  a 
conftant  fource  of  fupply  to  all  the  three  forts 
of  wants,  is  denominated  wealth.  Its  com- 
ponent  parts  vary,  of  courfe,  with  the  defires 
of  the  individuals  by  whom  it  is  pofferTed. 

Commodities  acceffible  to  every  member  of 
the  community  are  common  or  public  property ; 
thofe  which  belong  to  one  individual  or  to  a 
few  individuals  exclufively,  are  private  pro~ 
perty.  It  is  the  aggregate  of  all  the  property 
belonging  to  a  nation  collectively  and  to  every 
one  of  its  members  individually,  which  con- 
ftitutes  the  wealth  of  that  nation.  Every  com- 
modity extant  in  a  country,  whether  it  be 
public  or  private  property,  is  a  component 
part  of  national  wealth. 

But  the  component  parts  of  wealth  in  gene- 
ral have  different  degrees  of  utility,  good- 
nefs,  merit,  or  value.  The  value  of  a  com- 
modity is  determined  either  by  the  kind  of 

want 


CH.  I.  WEALTH   IN   GENERAL.  ^ 

want  which   it  fupplies,  and  the  degree  in 
which  it  is  neceffary,  or  by  the  number  and 
fort  of  ufeful  things  which  may  be  obtained 
for  it  in  exchange.     One  is  its  intriniic,  real 
value,  value  in  ufe ;  the  other  its  exchange- 
able value.     Or  in  other  words,  one  is  its 
abfolute  value ;  the  other  its  comparative  or 
relative  value.     One  depends  entirely  on  the 
nature  of  the  commodity  itfelf,  and  is  unin- 
fluenced either  by  its  quantity  and  the  demand 
for  it,  or  by  the  quantity  of,  and  demand 
for  any  other  commodities.      Relative  or  ex- 
changeable value  fuppofes  that  an  operation 
of  barter  renders  it^neceffary  to  compare  one 
commodity  or  a  portion  of  it,  with  another, 
or  the  portion  of  another  commodity ;  and 
this  comparifon  always  depends  on  the  pro- 
portion between  the  fupply  of  and  the  demand 
for  both  commodities.     Water,  for  inflance, 
has  great  value  in  ufe,  but  commonly  it  has 
no  value  in  exchange,  that  is  to  fay,  nothing 
can  be  obtained  for  it  in  purchafe.     During  a 
fiege,  as  lately  at  Cadiz,  or  during  an  uncom- 
monly   dry    feafon    in  particular  iituations, 
fuch  as  Heligoland  for  inflance,  it  may  how- 
ever acquire  a  high  exchangeable  value.    On 
the  other  hand  a  diamond  has  little  or  no 
value  in  ufe,  but  great  value  in  exchange. 
B  4  Every 
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Every  obje6l  which  has  an  exchangeable 
value  generally  poffeffes  fome  real  value  :  but 
it  does  not  follow  that  whatever  has  a  real 
value  pofTefles  an  exchangeable  value. 
Many  things  of  eminent  real  value,  as  water, 
may  commonly  be  had  for  nothing.  Ex- 
changeable value  is  evidently  a  fecondary 
confideration.  It  depends  on  the  circum- 
flance  that  fome  individuals  are  wanting  what 
others  are  poffefTed  of;  it  is  a  confequence 
of  the  unequal  diitribution  of  wealth.  If 
all  neceffary  or  defirable  commodities  were 
all  at  once  multiplied  beyond  the  utmofl 
wants  of  our  whole  fpecies,  all  barter  would 
ceafe,  and  the  idea  of  exchangeable,  relative, 
or  comparative  value  would  be  no  more  :  but 
it  would  not  follow  that  all  commodities 
exiiling  in  an  indefinite  quantity  would  be 
equally  valuable,  becaufe  equally  abundant. 
Grain  and  meat  from  their  value  in  ufe  would 
ftill  be  more  valuable  than  rubies  or  dia- 
monds. Indeed  fuch  commodities  as  derive 
nearly  their  whole  value  from  their  extreme 
fcarcity,  if  they  were  equally  multiplied  with 
ufeful  commodities,  would  ceafe  to  be  prized, 
while  grain  and  meat  would  continue  to  be 
valuable,  becaufe  they  would  retain  their 
power  of  fupporting  life, 

Wealth 
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Wealth  confifts  chiefly  in  an  aggregate  of 
commodities  that  have  an  exchangeable  value. 
The  greater  the  number  of  ufeful  things  that 
may  be  obtained  in  exchange  for  thofe  com- 
modities, or  the  larger  the  quantity  of  wants 
which  they  fupply,  the  greater  the  wealth. 

The  component  parts  of  wealth  may  be 
faid  to  conlift  in,  ift,  the  ufeful  produ6lions  of 
the  foil,  moft  of  which  cannot  be  procured  in 
any  coniiderable  quantity  without  the  help  of 
human  labour  ;  sd,  the  ufeful  and  ornamental 
works  produced  by  the  hands  of  men  ;  and 
3d,  the  external  fources  from  which  both 
kinds  of  productions  or  commodities  are 
derived. 
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CHAP.    II. 

Of  the  Caufes  of  the  Wealth  of  Nations. 

NATURE  and  labour  are  the  joint  fources 
of  the  elements  of  wealth,  or  the  fources 
from  which  all  ufeful  things  are  ultimately  de- 
rived. Some  commodities  may  be  obtained 
from  the  ground  without  much  trouble  or 
pain  ;  others,  and  the  moil  numerous  by  far, 
are  obtained  by  dint  of  labour  only,  or  can 
be  acquired  only  by  a  few. 

Nature  may  be  confidered  as  external  and 
internal.  External  nature  is  the  fame  with 
the  producing  powers  of  the  earth ;  internal 
nature  the  fame  with  the  mental  powers  of 
man  by  which  he  directs  his  bodily  exertions. 
They  might  both  be  regarded  as  fources  of 
wealth  :  but  to  obtain  any  raw  produce  from 
the  foil ;  to  increafe  and  to  improve  fuch 
produce  ;  or  to  give  it  proper  forms  and 
fhapes  in  order  to  fit  it  for  the  ufe  of  man ; 
external  and  internal  nature  require  alike 
the  afliftance  of  the  bodily  labour  of  man. 
Hence  moft  ufeful  things  or  commodities 
may  be  pronounced  to  be  the  joint  produc- 
tions of  nature  and  labour. 

Land, 
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Land,  earth,  ground  or  foil,  on  account  of 
its  producing  powers,  is  not  only  a  fource, 
but  alfo  an  element  of  wealth,  while  man, 
unlefs  he  be  a  flave,  never  is  confidered  as  an 
element  of  that  wealth  of  which  his  mental 
and  bodily  faculties,  and  his  induftry  or  the 
aclual  exertion  of  his  powers,  are  a  joint 
caufe.  His  fervices  and  labours  poffefs  how- 
ever an  exchangeable  value,  and  his  abilities, 
knowledge  and  induftry,  though  not  com- 
prized in  any  faleable  ftock,  conftitute  ma- 
terial ingredients  in  the  wealth  of  nations. 

But  no  man  will  exert  his  powers  ;  none 
will  apply  his  abilities,  knowledge  and  in- 
duftry, to  cultivate  a  tract  of  ground,  to  erect 
buildings  on  a  fpot,  or  collect  a  ftock  of 
ufeful  things,  if  he  be  not  previouily  certain 
that  he  is  exclulively  to  poffefs  the  produce 
of  the  ground  which  he  has  fown,  the  build- 
ings which  he  has  erected,  or  the  commo- 
dities which  he  has  collected.  Wherever 
man  enjoys  the  fatisfactory  prolpect  of  reap- 
ing and  poffeffing  in  fecurity  the  fruits  of  his 
labour,  his  exertions  conftantly  tend  to  im- 
prove his  condition.  It  is  the  abfolute  cer- 
tainty of  being  left  in  the  undifturbed  pot 
feffion  of  what  ho  acquires  which  ftimulates 
him  to  labour. 

4  Indi- 
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Individual  intereft  is  the  main  fpring  for 
activity  in  the  field  of  human  iniuftry.     The 
right  of  property  muft  therefore  be  acknow- 
ledged  and  protected   before    a  nation  can 
make  any  fenlible   progrefs  on  the  road  to 
wealth.      Every   individual    member  of  the 
community  muft  be  capable  of  acquiring,  and 
at  liberty  to  ufe  as  he  likes,  whatever  he  may 
have  acquired.     It  is  only  in  countries  where 
every  one  is  certain  fecurely  to  keep    and 
freely  to  enjoy  what  he  has  gained  by  his 
exertions,  that  the  delire  of  acquiring  or  col- 
leclsing  a  flock  of  commodities  can  become 
general  (#).      An  inviolable  refpect  for  the 
right  of  property  conftitutes,  befides,  one  of 
the    elements  of  univerfal   morality,    under 
whatever  form  of  goverment  men  may  be 
united  (£)« 

The  operation  of  individual  intereft,  which 
is  fo  eminently  conducive  to  the  welfare  of 

(a)  The  effe&s  of  the  full  fecurity  of  property  on  the 
whole  frame  of  fociety  are  illuftrated  by  an  eloquent  con- 
traft  of  the  condition  of  the  Turkifh  Empire,  with  the  con- 
dition  of  the  United  States  of  America  in  Jeremy  Bentham's 
Traite  de  Legijlation  Civile  et  Penale.   Paris,  1802.  Tomeii, 
Chap.  x.  page  43. 

(b)  De  I* Unite  en  Politlque  et  en  Legiflation,  fuivi  d'uri 
EJfaifur  le  Dro'it  de  Propriete,  confidere  comme  Fondement  de 
tout  Governement  et  de  toute  Legijlation ,  par  le  Citoyen  Sedillez^ 
Membre  du  Tribunat.     Paris,  1802. 

a  com- 


CH.  II.  THE    WEALTH    OF   NATIONS.  13 

a  community,  and  to  the  happinefs  of  its  indU 
vidual  members,  forms  alfo  the  bails  on  which 
the  rights  of  property  in  land  or  landed  pro- 
perty are  founded,  It  is  by  this  appropriation 
of  the  foil  that  individual  intereil  can  be  moil 
effectually  applied  to  extract  the  means  of 
human  enjoyment  from  the  ground  (c). 

In  every  civilized  ilate  property  is  protected 
by    a    government  inveiled  with    adequate 
power  to  prevent,  reprefs,  and  puniih  every 
attempt  at  violating  or  invading  public  and 
private  property.     The  right  of  property  and 
a  protecting    government  are   two   effential 
conditions  without  which  no  nation,  can  arrive 
at  any  coniiderable  degree  of  profperity  or 
any  fenfible   increafe  of  wealth.      And  this 
increaie   is  neceiTarily  proportionate  to   the 
goodnefs  of  the  government,  and,  to  the  {hare 
of  liberty  left  to  the  governed  in  the  purfuit 
of  their  individual  intereils  (cT).     Every  indi- 
vidual 

(c )  Identite  de  V  Inter  et  general  avec  V'tnteret  Indivlduel ; 
ou  la  libre  Attlon  de  P  Inter et  indiv'iduel eftla  vraie  Source  des 
Richejes  des  Nations ,  par  Don  Gafpard  Mekh'ior  Jovettanos  ; 
St.  Peterfbourg,  1 806  ;  which  work  is  ably  reviewed  in  the 
Edinburgh  Review  for  April  1 809. 

(d]  "    L'effet  neceffaire   d'une  conftitution  libre  eft  de 
"  tendre  fans  cefle  a  tout  ordonner,  en  elle  et  hors  d'elle, 
*>  pour  Tinteret  de  1'efpece  humaine :  PefFet  neceffaire  d'un 
^  gouvernement   arbitraire  eft  de  tendre  fans  ceffe  a  tout 

**  ordon- 
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vidual  in  the  nation  muft  be  permitted  to 
difpofe  of  his  property  in  the  manner  moil 
agreeable  to  himfelf.  The  liberty  of  alien- 
ating  and  exchanging  is  of  paramount  im- 
portance with  the  protection  of  property.  It 
is  with  the  fole  view  of  an  advantageous 
exchange  that  men  are  anxious  to  procure 
a  furplus  of  commodities.  The  perpetuity  of 
inheritance  without  the  power  of  alienation, 
which  the  law  fan6lions  in  fome  countries,  is 
the  fource  of  ferious  evils  (e).  The  greater 
the  latitude  left  to  the  free  will  of  proprietors 
in  the  dilpofal  of  their  property,  the  more 
powerful  is  the  ftimulus  to  acquire.  Hence 


"  ordonner,  en  lui  et  hors  de  lui,  pour  Pinteret  particulier  de 
"  ceux  qui  gouvernent."  Talleyrand,  Memoirs  fur  let 
Relations  Commerciales  des  Etats  Unls,  &c.  Londres. 
Deboffe,  1808.  Page  32. 

(e )  ProfeJJor  Dugald  Stewart  has  remarked  that  if  the 
inordinate  accumulation  of  wealth  in  the  hands  of  individuals, 
which  is  every  where  met  with  in  modern  Europe,  were 
gradually  diminimed  by  abolifhing  the  law  of  entails,  and  by 
eftabliming  a  perfect  freedom  of  commerce  and  induftry,  it 
is  almoft  felf-evident  that  this  fimple  alteration  in  the  order  of 
fociety,  an  alteration  which  has  often  been  demonflrated  to 
be  the  moft  effectual  and  moft  infallible  meafure  for  pro- 
moting  the  population  and  wealth  of  a  country,  would  con. 
tribute  more  than  all  the  labours  of  moralifts  to  fecure  the 
virtue  and  happinefs  of  all  the  claffes  of  mankind. 

Elements  of  the  Philofophy  of  the  Human  Mind. 
4to.  1792.     Page  252. 

the 
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the  laws  of  moil  civilized  dates  authorize  a 
proprietor  to  regulate  the  manner  in  which 
his  property  is  to  be  diftributed  after  his 
death  and  enforce  the  ftricl;  execution  of  his 
will  as  it  is  expreffed  in  his  well  authenticated 
teftamentary  difpolitions.  If  he  dies  without 
leaving  fuch  teftamentary  difpolitions  behind, 
the  fame  laws  regulate  the  claims  of  his  neareft 
relations  as  fucceffors  to  his  property  in  the 
manner  moil  generally  congenial  to  the  wifliea 
of  mankind  ($'). 

(g)  "  Le  droit  de  propriete  ainfi  garanti  par  une  bonne 
"  legislation  eft  pour  Phomme  focial  une  efpece  de  creation 
"  qui  agrandit  fon  etre  de  tous  les  objets  avec  lefquels  il 
u  f'identifie.  Sans  elle  point  d'induftrie,  point  de  richefle 
"  publique  ni  privee  ;  c'eil  a  fon  preftige  que  nous  devons 
"  tout  ce  qu'il  y  a  de  grand  et  de  beau  dans  le  monde.** 
Scdillez.  Effai  fur  le  Droit  de  Propriete,  page  103. 


CHAP. 
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CHAP.    III. 

Of  Land  confidered  as  a  Source  of  Wealth. 

NEXT  to  the  right  of  property,  which  is 
even  acknowledged  among  fome  wander- 
ing tribes,  agriculture  and  fixed  habitations 
are  the  principal  features  in  the  characteriilic 
of  civilized  nations.  Each  nation  has  po£ 
feffed  itfelf  exclufively  of  fome  portion  of  the 
globe  which  it  appropriates  to  general  fervices 
or  to  the  private  ufe  of  its  members.  Such  a 
portion  of  the  globe  poflefled  by  one  nation 
exclufively  is  called  the  country  or  the  land 
of  that  nation. 

The  natural  advantages  of  a  country  have 
a  very  powerful  influence  upon  the  origin 
and  increafe  of  its  wealth.  They  confift 
chiefly  in  a  favourable  fituationr  climate,  and 
foil,  and  in  eafy  communications  by  land  and 
water. 

The  degrees  of  latitude  and  longitude,  or 
its  diflance  from  the  equator  towards  the 
north  or  fouth  pole,  and  from  a  certain  given 
point  on  the  globe  towards  the  eafl  or 
weft,  determine  the  fituation  of  a  country. 
Wherever  it  laboursunder  great  difadvantages^ 
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it  obfiructs  the  welfare  of  a  country.  Sweden, 
before  the  late  revolutions,  was  almoft  as  large 
as  France :  yet  from  its  fituation  to  the  North 
of  Europe,  its  progrefs  on  the  road  to  wealth 
has  been  infinitely  more  flow.  Holland  owed 
its  ancient  commerical  pre-eminence  and 
ailoniming  profperity  to  its  fituation  in  the 
centre  of  Europe  ;  and  it  is  from  its  infular 
fituation  between  Europe  and  America,  that 
Great- Britain  derives  part  of  its  wealth,  its 
flrength,  its  fecurity,  and  perhaps  alfo  fome 
of  the  political  advantages  which  it  enjoys. 

The  influence  of  a  favourable  climate  and 
temperature  upon  the  number  of  the  wants 
of  man,  upon  the  phyfical  perfection  of  the 
brute  creation,  and  upon  the  luxuriancy  of 
the  vegetable  kingdom,  cannot  be  denied. 
Would  England  be  what  it  is,  if  it  had  the 
climate  of  Lapland  ?  Is  not  the  want  of 
raiment,  fuel,  and  dwelling,  real  mifery  to 
the  inhabitant  of  Sweden,  while  the  Laza- 
rone  at  Naples  fleeps  in  the  open  air,  balks 
in  the  fun,  and  feels  no  want  but  that  of 
food  (A)? 

(h)  Montefquieu  in  the  fourteenth  and  feventeenth  Books 
of  his  Efprit  des  Loix  has  rather  overrated  the  influence  of 
climate  upon  the  chara&er  and  laws  of  nations.  Volney  has 
jfuggefted  many  well  founded  objections  againft  his  remarks. 
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Soil  varies  according  to  the  principal  in* 
gredients  of  which  it  is  compofed.  It  cannot 
be  indifferent  to  a  country  whether  it  be 
good,  middling,  or  bad.  The  induftry  of 
man  may  however  fupply  fome  of  its  defects, 
and  countries  which  at  firft  afforded  no  pro- 
miling  appearances  of  fertility,  and  required 
uncommon  labour  in  the  management  of  the 
foil  have  proved  in  time  extremely  flourifh- 
ing.  Even  England  produced  originally 
nothing  but  floes.  Yet  the  fuperior  advantages 
of  a  good  foil  remain  undisputed.  The  toils 
of  the  moft  indefatigable  and  moll  intelligent 
Englilh  farmer  would  avail  little  in  the  fandy 
plains  of  Arabia. 

Natural  means  of  eafy  communication  are 
alfo  a  circumftance  powerfully  conducive  to 
the  prolperity  of  a  country.  It  is  from  the 
facility  of  communications  by  land  and  water 
between  the  different  parts  of  a  country  with 
each  other,  and  with  other  countries,  that 
agriculture  and  commerce  derive  the  greatefl 
advantages.  The  tranfport  of  the  produce 
of  the  ground  deflined  for  the  fuftenance  of 
man,  and  of  the  prime  materials  upon  which 
the  manufacturer  beflows  his  labour,  pro- 
duces nothing  oftenfible  in  itfelf :  but  by 
affording  an  opportunity  to  exchange  the 

manu- 
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manufactured  againft  the  raw  produce  of  the 
mofl  diilant  parts,  it  offers  an  additional  in- 
centive to  induftry,  and  increafes  the  means 
of  enjoyment  (i). 

Were  a  country  ever  fo  highly  favoured 
by  nature  with  regard  to  fituation,  climate, 
foil,  and  the  means  of  communication,  it  yet 
could  not  maintain  any  confiderable  number 
of  inhabitants  in  any  degree  of  comfort, 
without  fome  labour  being  beflowed  upon 
the  improvement  and  multiplication  of  its 
productions.  But  labour  is  never  effectually 
applied  to  the  cultivation  of  the  foil  in 
countries,  where  the  land  is  not  parcelled  out 
in  different  lots  and  converted  into  private 
property.  In  the  greatefl  part  of  the  Afiatic 
continent  every  portion  of  cultivated  foil 
belongs  to  the  Emperor  or  Prince  (&)  ;  there 
is  no  land  converted  into  private  property, 

{*")  In  confequence  of  a  new  road  and  the  fpirit  of  in- 
duftry which  it  produced,  a  traft  of  26,000  acres  on  the 
way  from  Bath  to  Boroughbridge  in  Somerfetfhire  has  been 
drained,  cultivated,  and  raifed  in  rent  from  five  to  forty-five 
(hillings  an  acre.  A  Tour  through  Cornwall  in  the  Autumn, 
of  1808,  by  the  Rev.  Richard  Warner  of  Bath,  8vo.  London. 
Wilkie  and  Robinfon.  1809. 

(/£)  Montefquieu,  in  his  Efprit  des  Lolx,  Book  XIV. 
chap.  6.  fays :  "  Les  loix  des  Indes  qui  donnent  les  terres 
"  aux  Princes,  et  otent  aux  particulierg  Pefprit  de  propriete, 
"  augmentent  les  mauvais  effets  du  climat,  c'eft  a  dire,  la 
44  pareiTe  naturelle." 

c  2  and 
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and  it  is  to  this  want  of  landed  property" 
that  we  ought  to  afcribe  the  want  of  in- 
duftry  of  its  inhabitants,  rather  than  to  it* 
hot  climate. 

In  highly  civilized  countries  few  parts  of 
the  ground  are  retained  for  general  ufe  :  it 
is  moftly  parcelled  out  among  the  inhabi- 
tants, becaufe  it  is  by  this  right  of  property 
in  the  land,  that  the  foil  is  moft  advanta- 
geoufly  made  ufe  of  for  the  benefit  of  the 
whole  community.  And  as  land  yields  the 
prime  matters  of  all  ufeful  things  or  commo- 
dities, like  food,  clothing,  dwelling,  &c.,  the 
means  of  fupplying  the  moft  neceffary  wants 
of  men  are  actually  in  the  power  of  the 
land-owners.  But  if  they  have  more  land 
than  they  are  able  or  willing  to  cultivate, 
they  cannot  do  without  the  labour  of  others. 
The  raw  produce  of  their  foil  is,  beiides, 
infufficient  to  fupply  all  their  wants,  efpecially 
when  the  country  is  in  a  high  ftate  of  civili- 
zation. To  live  happy  they  require  the 
help  of  thofe  who  convert  their  raw  ma- 
terials into  ufeful  fhapes,  or  who  may  render 
them  agreeable  perfonal  fervices  ;  and  they 
willingly  grant  to  either  a  part  of  the  fur- 
plus  of  their  raw  produce,  as  a  compenfa- 
tion  for  their  affiflance. 

Land 


CH,  HI.  A    SOURCE    OF    WEALTH.  21 

Land  is  a  fource  of  wealth,  through  nature 
or  through  its  own  producing  powers,  as  well 
as  through  the  labour  bellowed  upon  its  cul- 
tivation. This  labour  may  improve  the  foil 
in  fuch  a  manner  that  the  artificial  fertility 
given  to  the  ground  continues  for  a  conli- 
derable  period  of  time,  and  is  at  length 
confidered  as  a  natural  quality,  infeparable 
from  or  inherent  in  the  ground.  To  fix  the 
precife  fiiare  which  the  original  powers  of 
the  foil,  and  the  labour  bellowed  upon  it, 
have  in  the  annual  produce  of  the  ground, 
is  impoffible.  Land  is  in  fome  degree  a 
capital,  and  rent  a  profit  derived  from  that 
capital. 

As  land  yields  the  principal  elements  of 
wealth,  and  is  the  condition  without  which 
they  cannot  be  produced,  it  contributes  in 
itfelf  to  wealth,  more  or  lefs  abundantly, 
according  to  the  natural  fertility  or  goodnefs 
of  the  foil,  or  the  variety,  quantity  arid  qua- 
lity of  its  productions.  But  though  one 
parcel  of  land  may  contribute  more  to  the 
wealth  of  a  nation  than  another,  and  though 
all  foils  require  the  am* fiance  of  more  or  lefs 
labour,  land  is  yet  every  where  both  a  fource 
and  a  component  part  of  wealth,  whilfl 
labour  is  only  a  fource  or  caufe,  and  no 
jcomponent  part  of  wealth.  It  is  an  ac~lion, 
c  3  an 


22  OF  LAND   CONSIDERED,  &C.  B.I. 

an  operation,  not  a  thing.  The  fubjedl  that 
performs  this  operation  is  a  perfbn,  and  per- 
fons  as  has  been  obferved  before  cannot,  like 
things,  be  counted  among  the  component 
parts  of  wealth* 
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CHAP.  IV. 

Of  Labour. 

LABOUR  is  any  employment,  occupation, 
exertion  of  mental  and  bodily  powers 
combined,  or  even  of  bodily  ilrength  only, 
which  has  for  its  obje6l  to  produce  fomething 
ufeful  (a).     It  is  abfolutely  neceffary  to  fup- 

(a)  Mr.  Peron,  who  failed  on  a  voyage  of  Difcovery  with 
Captains  Baudin  and  Hamelin  in  the  French  Ships  Le 
Geographe  and  Le  Naturalifte,  during  the  years  1800,  1801, 
1802, 1803,  and  1804,  gives  in  the  firft  volume  of  his  Voyage 
de  Decouvertes  aux  Terres  Aujlrales^  Paris  1807,  an  account 
of  fome  experiments  made  by  him  with  a  new  inftrument  in- 
vented by  Regnier  which  he  calls  a  Dynamometer,  for  the  pur- 
pofe  of  afcertaining  the  comparative  ftrength  which  individuals 
are  capable  of  exerting.  He  found  the  inhabitants  of  Van 
Diemen's  Land  capable  of  a  manual  force  equal  to  -  50,6 

Thofe  of  new  Holland 51,8 

Timor  or  Amboyna  ------  -  -  58,7 

Frenchmen        --       -....-..,    69,2 

Englifhmen        --       -------      -      -71,4 

The  idea  had  been  thrown  out  by  Mr.  Coulomb,  in  a  memoir 
prefented  to  the  National  Inftitute  of  France,  which  had  for  its 
objeft  the  afcertaining  the  quantity  of  daily  action  which  men 
are  able  to  furnifh  by  individual  labour  according  to  the  dif- 
ferent mode  in  which  they  employ  their  ftrength.  But  inde- 
pendent of  climate,  food,  and  ilature,  many  political  and  moral 
circumftances,  and  the  dexterity  acquired  from  habit,  muft, 
alfb  be  taken  into  confideration 

c  4  ply 
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ply  the  wants  of  man,  and  is  applicable  to 
Land  and  Capital ;  it  renders  both  ufeful  or 
increafes  their  utility. 

A  daily  fuftenance  to  prolong  our  exiflence* 
and  in  moft  climates  raiment,  fhelter,  and  fuel* 
conflitute  wants  of  the  firil  neceffity,  or  the 
neceffaries  of  life.  Nature  ftrongly  impels 
man  to  defire  whatever  he  confiders  as  proper 
to  fupply  thefe  wants.  But  a  regular  fupply 
of  the  neceffaries  of  life,  though  the  bails, 
is  yet  an  inconfiderable  part  of  the  edifice  of 
human  happinefs.  The  love  of  convenience, 
comfort,  and  pleafure,  requires  an  exteniive 
fuperflru6lure,  and  the  wants  which  the  pro- 
grefs  of  civilization  introduces  are  far  more 
numerous  than  thofe  of  the  firfl  neceffity. 
Artificial  and  natural  wants  combined  are  the 
principal  inducements  to  labour. 

The  fupply  of  human  wants  occafioning  a 
rapid  confumption  of  commodities,  the  latter 
mufl  be  continually  renovated  as  thofe  wants 
are  continually  returning.  Nature  is  infuffici- 
ent  to  furnifh  a  conftant,  regular,  and  adequate 
fupply,  and  as  labour  alone  increafes  and 
improves  the  fruits  of  the  foil,  and  gives  ufe- 
ful forms  and  ihapes  to  its  raw  produce,  labour 
is  alike  neceffary  to  our  exiftence  and  indif- 
penfable  to  our  happinefs.  But  labour  in  it- 
felf  has  little  attractir  .  It  is  the  confciouf- 

nefs 
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nefs  of  their  wants  combined  with  the  confi- 
deration  that  labour  affords  the  means  of  fup- 
plying  them,  which  flimulates  men  to  labour. 

When  few  people  live  difperfed  on  an  exten- 
live  fpace  of  ground,  as  in  the  favage  ilate,  and 
eafily  obtain  the  necefTaries  of  life  from  a 
favourable  foil,  their  fcanty  fupport  requires 
little  labour.  The  ipontaneous  productions 
of  nature  are  foon  gathered,  and  every  one 
providing  only  for  his  own  wants,  the  property 
acquired  is  fo  fmall  that  it  can  hardly  pur- 
chafe  the  produce  of  the  labour  of  any  other 
individual.  Belides,  as  all  procure  nearly  the 
fame  commodities  by  their  labour,  there  is 
fcarcely  any  room  for  exchanges.  But  when 
the  fpontaneous  productions  of  the  earth  are 
no  longer  fufficient  for  the  maintenance  of  an 
increafed  population,  men  are  forced  to  gain 
from  the  foil  by  means  of  regular  labour  a 
greater  produce  than  it  would  yield  of  itfelf. 
Parcels  of  land  from  which  any  kind  of  food 
is  obtained  increafe  in  value,  and  thofe  who 
wifh  to  fhare  in  the  fupply  which  they  afford, 
mufl  either  affifl  in  the  cultivation  of  the 
ground,  or  manufacture  other  ufeful  things  to 
be  exchanged  againfl  the  landowners'  furplus 
of  agricultural  produce. 

Landowners  have  no  other  motive  for  gain-, 
ing  a  furplus  of  raw  produce  from  their  lands, 

than 
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than  to  procure  other  commodities  or  pei Tonal 

fervices  calculated  to  increafe  their  comforts. 

And  wherever  property  is  protected,    thofe 

who  are  without  either  land  or  a  flock  of  pro- 

vifions,  have  no  other  means  of  obtaining  food 

or  any  other  produce  of  the  foil  than  by  affifl- 

ing  landowners  in  the    cultivation  of  their 

ground,  converting  fome  of  its  raw  produce 

into   ufeful  forms  and  fhapes,  or  rendering 

any  other   perfonal  fervices.     Thus    labour 

foon     becomes    the    regular     medium     of 

fupply.     The  greater  the  quantum  of  ufeful 

labour  performed  by  the  members  of  a  nation, 

the  greater  and  the  more  complete  is  their 

fupply.     Labour  is  truly  the  origin  and  fource 

of  wealth  :  but  it  is  in  no  fenfe  of  the  word 

wealth  itfelf. 

As  foon  as  a  community  advances  in  civili- 
zation, no  individual  provides  by  himfelf  for 
all  his  wants.  A  reciprocal  interchange  of 
labour  takes  place.  The  defirable  produce  of 
the  labour  of  one  individual  excites  another 
to  labour,  fince  he  cannot  obtain  that  defirable 
production  without  having  fomething  accepta- 
ble to  offer  in  exchange.  . 

This  variety  of  labour  is  a  confequence  of 
the  different  capacities,  talents,  and  abilities, 
which  nature  and  induflry  give  to  different 
individuals.  Badly  would  that  man  be  fup- 

plied 
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plied  who  would  hirnfelf  undertake  the  various 
labours  requifite  for  the  fupply  of  his  wants. 
The  mutual  interchange  of  the  produce  of  dif .. 
ferent  labours  fatisfies  them  in  a  much  more 
perfect  and  complete  manner.  We  rarely  find 
any  difficulty  in  producing  more  commodities 
of  one  kind  than  we  want  ourfelves,  and  it  is 
by  means  of  this  furplus  that  we  procure  of 
others  the  manifold  commodities  which  they 
each  fingly  produce.  This  mutual  exchange 
of  the  produce  of  different  hands  is  foon  dif- 
covered  to  be  the  mofl  effectual  way  of  fup- 
plying  each  other's  manifold  wants.  Hence 
fuch  exchanges  are  either  the  exchange  of 
material  goods  of  one  fort  againfl  material 
goods  of  another  kind,  or  the  exchange  of 
material  goods  againfl  perfonal  fervices,  or 
laflly  the  exchange  of  one  kind  of  perfonal 
fervices  againfl  another  kind  of  perfonal  fer- 
vices. 

But  the  very  circumflance  that  for  any 
commodity  which  others  fland  in  great  need 
of,  or  which  they  ardently  wifh  for,  every 
other  defirable  commodity  may  eafily  be  ob- 
tained, renders  the  wifh  of  pofTefling  fuch 
objects  univerfal,  and  inflames  its  ardour  in 
proportion  to  the  extent  and  multiplicity  of 
human  wants.  And  as  labour  is  in  populous 

coun- 
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countries  the  only  certain  lawful  way  of  ob- 
taining ufeful  and  deiirable  commodities,  thofe 
who  are  poffeffed  of  a  furplus  of  commodities 
employ  this  furplus  in  rewarding  labours  by 
which  fome  of  their  wants  are  fupplied  ;  and 
thofe  who  are  not  poffeffed  of  any  furplus  are 
powerfully  induced  to  labour,  knowing  that 
labour  is  the  only  certain  lawful  way  of  pro- 
curing of  others  the  commodities  which  they 
want  for  themfelves.  Thus  the  love  of  gain, 
or  the  wiih  to  have  a  large  fupply  of  ufeful 
and  deiirable  commodities,  or  in  other  words 
the  operation  of  individual  intereil  is  the  main 
fpring  of  human  exertions,  and  the  hope  of 
Supplying  our  manifold  wants  the  moil  power, 
ful  incitement  to  labour. 

Labour  is  chiefly  employed,  i ,  in  gaming 
from  the  foil  directly  or  indirectly  all  l^inds  of 
ufeful  productions,  in  increaiing  their  quantity 
by  tillage,  or  fearching  for  them  in  the  bowels 
of  the  earth  and  in  the  depth  of  the  waters 
&c. ;  2 .  in  fitting  this  raw  produce  for  ufe,  by 
giving  it  various  forms  and  ihapes  to  gratify 
the  numberlefs  wants  of  men  ;  3.  in  carrying 
commodities  to  the  places  where  they  are  in 
demand,  and  diilributing  them  among  thofe 
who  want  them  in  exchange  for  other  com- 
modities j  and  laftly,  4,  in  affifting  others  in 

their 
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their  purfuits  or  in  the  attainment  of 
the  object  which  they  have  in  view,  be 
this  object  profit  or  pleafure,  by  perfonal 
fervices. 

Every  individual  in  civilized  fociety  foon 
finds  it  his  greateft  advantage  to  perform  only 
one  or  a  few  kinds  of  labour,  becaufe  he  grows 
fo  much  the  more  dexterous  and  perfect  in  its 
performance.     Men  are  divided  in  almoft  as 
many  different  claffes  and  ranks  as  there  are 
forts  and  fubdivifions  of  labour.     Some  apply 
exclufively  to  the  obtaining  of  raw  produce, 
and  according  to  the  different  labour  requifite 
for    that     purpofe  are    called    huibandmen, 
graziers,  miners,  fifhermen,  &c.     Thofe  who 
bellow  additional  labour  upon  this  raw  pro- 
duce,   are    either    handicraftsmen,    artifans, 
artiils,  or    manufacturers,  &c.      Thofe   who 
-make  the   fale,  transfer   and  conveyance  of 
commodities    their    exclusive    bufinefs,    are 
traders,  dealers,  merchants,  mariners,  carriers, 
&c.  Thofe  at  lail  who  afford  enjoyments  that 
are  not  exa6lly  material,  or  who  render  them- 
felves  ufeful  and  agreeable  by  their  dexterity 
in  performing  perfonal  fervices,  who  by  their 
corporal  and  mental   abilities    improve    our 
own,  or  who  afford  us  protection  and  affiil- 
ance,  &c.  are  called     theatrical    performers, 
muficians,  fingers,  dancers,  domeftics,  public 
and    private    teachers,  phyficians,   furgeons, 

lawyers. 
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lawyers,  foldiers,  public  functionaries,  &c. 
The  greater  or  fmaller  importance  of  their 
fervices,  and  the  greater  or  fmaller  mare  of 
talents  requifite  for  the  difcharge  of  their 
functions,  eftablifh  their  refpective  merits  and 
confideration. 

Every  individual  of  thofe  four  labouring 
claffes  has  productions  or  perfonal  fervices 
to  offer  in  exchange  for  others,  and  by 
this  mutual  interchange  of  commodities 
and  perfonal  fervices,  every  one  is  enabled 
to  enjoy  any  of  the  commodities  pro- 
duced, and  to  avail  himfelf  of  any  of  the 
perfonal  fervices  performed  in  the  com- 
munity at  large.  He  who  has  the  greatefl 
number  of  commodities  to  offer'  to  others  for 
their  furplus  of  commodities,  or  for  their  la- 
bour and  perfonal  fervices,  is  of  courfe  the 
mofl  wealthy ;  the  greater  his  furplus  of  thofe 
objects  which  others  are  anxious  to  poffefs, 
the  eafier  is  his  accefs  to  the  commodities  and 
enjoyments  which  he  may  wifli  for,  provided 
the  individuals  who  can  afford  him  thofe  com- 
modities and  enjoyments  be  not  overstocked 
with  the  articles  which  he  has  in  fuperabun- 
dance.  And  as  our  own  labour,  or  that  of 
thofe  whom  we  employ  to  work  for  us,  is  the 
moil  certain  regular  way  to  produce  fuch  a  fur-  * 
plus  of  commodities,  he  who  has  nothing  is 
forced  to  labour  in  order  to  procure  the  fupply 

of 
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of  his  wants,  or  to  acquire  a  furplus ;  and  he 
who  has  acquired  a  furplus  of  certain  commo- 
dities, mull  either  exchange  it  for  the  ufeful 
things  which  he  wants,  and  which  have  alfo 
required  labour,  or  pay  labourers  to  keep  up, 
to  renovate,  or  to  increafe  his  flock. 

Moil  of  the  productions  of  labour  are  con- 
fumed  again  by  the  labourers  in  more  or  lefs 
time.  It  is  only  when  an  individual  or  a  na- 
tion have  a  furplus  above  what  they  confume, 
on  which  they  may  live  for  a  long  period  of 
time  without  performing  any  frefli  labour, 
that  fuch  an  individual,  or  fuch  a  nation,  are 
called  rich,  and  it  is  with  the  increafe  of  this 
furplus  that  their  wealth  is  increafed.  No- 
thing but  intelligent  labour  can  produce 
fuch  a  furplus. 

Labour  may  be  improved  in  two  ways  :  by 
producing  a  greater  quantity,  or  better  quality 
of  commodities  with  the  fame  confumption, 
and  within  the  fame  given  time  as  before ;  or 
by  obtaining  more  or  better  productions  in  a 
ihorter  time,  with  the  application  of  lefs  hu- 
man powers,  or  with  a  diminifhed  confumption. 
In  either  cafe,  the  furplus  above  what  the  la- 
bourers and  the  nation  require  for  the  fupply 
of  their  wants,  is  increafed ;  and  as  every  in- 
dividual member  of  a  community  is  powerful* 
ly  intereiledin  obtaining  a  furplus  above  what 
4  he 
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he  confumes  during  his  labour,  exertions  ta 
improve  labour  are  readily  applied  wherever 
the  conditions  and  the  means  of  fuch  exertions 
are  not  wanting. 

Circumflances  moil  conducive  to  a  rapid 
increafe  of  ufeful  productions  are  :  ability 
in  the  performance  of  labour,  knowledge 
in  the  fele6lion  of  the  object  on  which  it  is 
beftowed,  facility  to  exchange  the  produce  of 
labour  for  other  defireable  objects,  and  a  mo- 
derate proportion  of  thofe  who  idly  confume 
this  produce  to  thofe  who  effect  a  furplus  of 
commodities  by  their  labour. 

Dexterity  in  the  performance  of  labour  is 
particularly  acquired  by  the  divifion  of  labour. 
When  one  individual  devotes  himfelf  exclu- 
fively  to  the  conflant  production  of  the  fame 
commodity,  or  when  particular  operations  ne- 
ceffary  for  the  production  of  a  commodity  are 
divided  among  many,  and  conftantly  entrufled 
to  the  fame  hands,  the  individual  labourers 
attain  a  greater  perfection  in  their  refpective 
performances,  they  hit  more  readily  upon  the 
means  of  fliortening  and  facilitating  their  la- 
bour, and  fave  the  time  which  they  would  lofe 
in  paffing  from  one  employment  to  another. 
Long  habit  calls  forth  mufcular  power  to  its 
utmoil  exertion,  and  frequently  enables  a 
weak  man  to  fupply  a  greater  quantity  of 

labour 
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labour  than  a  ftronger  man  is  capable  of,  and 
the  more  the  powers  of  an  individual  are 
concentrated  in  one  employment,  the  greater 
Ikill  and  quicknefs  will  he  difplay  in  its  per- 
formance. 

The  introduction  of  machinery  is  no  lefs 
conducive  to  the  improvement  and  abridge- 
ment of  labour.  Engines  which  by  their 
wear  and  tear  during  the  performance  of 
their  operations,  and  by  the  interefl  of 
their  prime  coil,  do  not  confume  as  much 
us  the  men  or  animals  formerly  employed 
in  the  fame  operations,  are  of  incalculable 
fervice.  They  force  nature,  as  it  were^  to 
ferve  as  a  handmaid,  and  to  perform  the 
manual  labour  of  man  in  the  manner 
which  his  intellect  prefcribes.  Whatever 
requires  great  ilrength  is  beft  effected  by 
engines,  as  they  infure  that  unity  and  regu- 
larity of  action  which  the  manual  labour  of 
an  exceffive  number  of  individuals  renders 
impoffible.  The  ufe  and  invention  of  ma- 
chinery are,  in  fac~l,  the  immediate  refult 
of  the  divifion  of  labour  (m).  The  utmoil 

perfection 

(m)  Adam  Smith  has  afcribed  the  dirifion  of  labour  to  a 
certain  propenfity  in  human  nature,  wliich  he  denominates 
the  propenfity  to  truck,  barter,  and  exchange  one  thing  for 
another.  Ought  it  not  rather  to  be  attributed  to  the  defire 
of  well  being  or  happinefs  which  is  implanted  in  the  human 

D  breaft  ? 
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perfe6lion  of  the  tool  making  art  is  entirely 
owing  to  the  manufa6lure  of  fuch  implements 
becoming  the  peculiar  care  of  a  clafs  different 
from  that  which  ufes  them,  and  to  the  flill 
greater  fubdivifion  which  confines  different 
fubordinate  claffes  to  the  manufacture  of  the 
various  parts  of  each  tool.  Machinery  and 
the  divifion  of  labour  are  infeparable  in  all 
their  operations ;  the  advantages  which  they 
procure  are  flrikingly  exemplified  by  the  great 
iron  manufactory  of  Swalwell  and  Winlaton, 
in  Northumberland,  where  the  number  of 
labourers  has  been  the  fame  for  the  laft  fifty 
years,  though  the  demand  for  goods  has  been 
confiderably  increafed.  The  equilibrium  has 
been  preferved  by  the  addition  of  machinery, 
and  the  Ikill  acquired  by  the  fubdivifions  of 
labour.  A  tilt  hammer,  in  particular,  has 
been  ere&ed,  of  which  the  ftrokes  are  520 
in  one  minute.  The  largefl  fleam  engine 
made  by  Boulton  and  Watt,  of  Soho,  near 
Birmingham,  is  in  the  great  copper  mine  of 
Cornwall,  called  Dokooth,  about  three  miles 
to  the  weflward  of  Carnbre.  It  is  upon  a 
flupendous  fcale,  but  contrived  with  fuch 


breaft  ?  The  defirable  produce  of  the  labour  of  one  individual 
excites  the  other  to  offer  him  fomething  acceptable  in 
exchange  for  it.  He  is  promoting  his  well  being. 

ingenious 
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ingenious  mechanifm  that  its  vaft  operations 
are  performed  with  an  eafe  and  quicknefs 
truly  wonderful.  It  executes  the  work  of 
200  horfes,  and  brings  up  at  every  flroke 
(feven  of  which  it  makes  in  a  minute,)  up- 
wards of  fifty  gallons  of  water. 

But  thedivifion  of  labour,  though  favourable 
to  the  growth  of  wealth,  is  lefs  fo  to  acute- 
nefs  of  intellect.  The  Icelanders  are  great 
players  at  chefs,  and  they  have  all  that  general 
acutenefs  and  dexterity  which  refults  from  the 
complication  of  labour  in  one  perfon.  The 
fame  peafant  is  frequently  carrying  on  the 
trades  of  a  watchmaker,  lockfmith,  carpenter, 
brazier,  &c.  and  though  each  trade  is  but 
imperfectly  executed,  the  fertility  of  refources 
derived  from  thefe  multiplied  occupations, 
often  gives  birth  to  the  moft  ingenious  con- 
trivances, and  nourifhes  a  flrong  genius  for 
mechanics.  The  minute  fubdivifion  of  labour 
may  furnifh  a  tolerably  accurate  criterion  of 
the  commercial  profperity  of  the  country  in 
which  it  fubfifts;  but  the  moral  degradation 
of  its  inhabitants  muft  be  rapidly  increasing 
when  the  ideas  of  the  majority  are  limited 
to  the  conilant  repetition  of  one  limple  mani- 
pulation. In  proportion  as  the  fphere  of 
action  is  narrowed,  the  mental  powers  become 
contracted.  An  over  minute  fubdivifion  of 
D  a  labour 
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labour  is  befides  attended  with  this  difadvan- 
tage,  that  in  the  ftagnation  or  decay  of  a 
manufacture,  when  the  workmen  employed  in 
thofe  very  fmall  parts  of  a  whole,  being  unac- 
quainted with  any  other  part,  are  thrown  out  of 
work,  they  are  generally  obliged  to  increafe 
the  clafs  of  common  day  labourers,  whofe 
fcanty  wages  they  reduce  by  their  acceflion. 
In  a.  moral  point  of  view,  it  would,  indeed, 
be  highly  defirable  that  every  workman  who 
makes  or  polimes  a  wheel  or  a  fpring,  ihould 
at  leafl  have  an  idea  of  the  machine  or  imple- 
ment to  which  his  work  is  to  be  referred, 
or  elfe  he  is  not  much  better  than  the  object 
on  which  his  labour  is  beftowed,  which  is  no 
doubt  highly  ufeful,  and  even  indifpenfable  in 
the  utenfil,  implement,  tool,  or  engine  of 
which  it  forms  a  part,  but  abfblutely  ufelefs 
out  of  it.  The  great  founder  of  Engliih 
inland  navigations  (n)  could  never  have 
improved  his  wonderful  genius  for  mechanics, 
if  he  had  not  been  apprenticed  to  a  mill- 
Wright,  in  the  country,  and  trained  to  com- 
plete whole  engines  (o). 

The 

(«)  James  Brindhy,  who  excelled  in  planning  and  con- 
ducting inland  navigations,  and  was  particularly  patronized 
by  the  late  Duke  of  Bridgewater. 

(0)  Adam  Smith  appears  to  have  been  fenfible  of  the 
injurious  tendency  of  an  over  minute  fubdivifion  of  labour, 


w 
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The  facility  of  exchanging  the  produce  of 
labour  reils  chiefly  on  the  demand  for  the 
commodity  produced,  and  on  the  extent  of 
the  market,  or  in  other  words,  on  the  number 
of  individuals  having  a  defire  of  porTeffing  the 
commodity  produced,  combined  with  the 
means  of  acquiring  it,  that  is  to  fay,  poiTeffed 
of  a  furplus  of  commodities  of  a  different 
kind,  and  ready  to  exchange  them  for  the 
commodity  produced,  and  on  the  wealth  of 
our  own  and  neighbouring  countries,  as  well 
as  on  the  more  or  lefs  eaiy  communication 
with  the  different  parts  of  our  country,  and 
-with  diftant  countries  that  are  in  want  of 
and  able  to  purchafe  the  produce  of  our 
labour. 

An  undue  proportion  of  idle  confumers  to 
thofe  who  produce  a  furplus  of  commodities 
by  their  labour,  or  an  inordinate  number  of 
individuals  living  in  abfolute  idlenefs,  enjoying 
finecures,  employed  as  public  functionaries, 


when  he  obferved  that  the  means  of  intellectual  improvement 
are  multiplied  with  the  increafe  of  national  wealth.  But 
thofe  means  feldom  reach  the  labourer  through  whofe 
exertions  they  are  effected,  and  yet  it  is  the  ignorance  of 
the  lower  orders  which  precipitates  them  into  acts  incom- 
patible with  focial  tranquillity. 

D  3  Ibldiers, 
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foldiers,  players,  priefls,  &c.  are  hurtful, 
becaufe  they  confume  the  ftock  produced  by 
ufeful  labourers  without  replacing  it  by  any 
other  production  or  commodity.  The  beft 
poffible  ftate  of  fociety  is  when  the  bulk  of 
the  people  can  fubflft  comfortably  with  a  mo* 
derate  labour,  and  cannot  fubiift  without  it. 

But  the  improvement  of  labour  is  neceffa- 
rily  limited  by  the  nature  of  the  object  on 
which  it  is  beftowed.  All  manual  operations 
do  not  admit  of  equally  perfect  engines,  or 
of  an  equally  extenfive  divifion  and  fubdivi* 
fion  of  labour.  It  appears  to  be  chiefly  on  this 
account  that  improvements  in  agriculture 
have  not  kept  pace  with  the  aftonifhing  im- 
provements which  have  been  effected  in 
almoft  all  kinds  of  manufactures.  No  com-* 
modity  is  raifed  but  with  a  view  of  its  being 
employed  or  confumed ;  large  quantities  can 
be  produced  of  fuch  commodities  only,  for 
which  many  are  willing  and  able  to  pay  the 
labour  and  advances  which  their  production 
coils.  The  greatnefs  of  the  demand  and 
the  extent  of  the  market,  are  alfo  limited 
by  the  quality  of  the  commodities,  by  the 
expences  attending  their  conveyance  to  dif- 
tant  parts,  and  by  the  number  of  wealthy 
purchafers  abroad  and  at  home.  And  laftly, 
the  number  of  thofe  who  produce  ufeful 
4  material 
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material  things,  in  proportion  to  thofe  who 
merely  comfume  their  productions,  is  necefla- 
rily  limited  by  the  higher  purpofes  of  human 
exiftence.  Were  every  individual  member  of 
a  nation  employed  in  the  production  of  com- 
modi  ties,  objects  of  far  greater  importance 
for  our  happinefs,  fuch  as  the  cultivation  and 
enlightening  of  our  underflanding,  the  refine- 
ment of  our  moral  feelings,  the  improvement 
of  our  mental  and  bodily  faculties,  the  relief 
of  our  fufferings  from  wounds  and  difeafes, 
the  fecurity  which  the  community  enjoys 
by  means  of  able  governors,  upright  judges, 
watchful  magiftrates,  and  brave  defenders, 
and  the  incitement  to  labour  derived  from 
rational  pleafures,  would  be  entirely  neglected. 
Every,  even  the  mod  common  day  labourer, 
ought  not  to  lofe  fight  of  the  nobler  purpofes 
of  his  exiftence.  He  ought  to  have  fufficient 
leifure  for  inveftigation,  meditation,  and  ra- 
tional pleafure.  In  flimulating  the  increafe  of 
wealth,  happinefs,  the  primary  end  for  which 
wealth  is  deiirable,  ought  not  to  be  over- 
looked  (p). 

(p)  Un  gouvernement  tout  occupe  de  commerce  et  de 
richefle,  ne  voit  plus  la  fociete  que  comme  un  attelier,  n'envi* 
fage  plus  les  hommes  que  comme  des  machines  produ&ives,  et 
f  'embarafie  peu  de  les  tourmenter  pourvu  qu'il  les  enrichiffe, 
Les  douanes,  les  changes,  les  fonds  publics  abforbent  toutea 
fes  penfees,  II  refte  indifferent  fur  une  foule  de  maux  qu'il 
p  4  pourrpit, 


40  OF   LABOUR.  B.  I. 

pourroit  guerir.  Tout  ce  qu'il  veut  c'eft  qu'on  produife 
beaucoup  d'inftrumens  de  jou'iffance,  tandifqu'il  met  fans  ceffe 
de  nouveaux  obftacles  aux  moyens  de  jouir.  Jer.  BentbanCt 
Traite  de  Legt/latlon  Civile  et  Pende.  Paris,  1802.  Tome  L 
Chapitre  IV.  Page  23. 
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CHAP.  V. 

Of  Capital 

/CAPITAL,  in  the  moft  extenfive  fenfe  of 
^^  the  word,  denotes  all  property,  material 
and  mental,  or  every  thing  valuable  to  man  ; 
and  as  it  comprehends  the  whole  of  the 
material  world  which  man  can  appropriate  to 
his  ufe,  it  confequently  includes  land.  But, 
in  a  more  limited  fenfe  and  oppofed  to  land, 
capital  denotes  all  the  parts  and  productions 
of  the  foil  which  are  fevered  from  it,  and 
includes  every  thing  valuable  except  the 
ground. 

A  certain  quantity  of  ufeful  things  muft 
be  accumulated  in  order  that  different  labours 
and  fervices  may  be  performed  by  the  different 
claffes  of  fociety.  Were  nature  fpontaneoufly 
affording  from  one  end  of  the  year  to  the  other 
every  thing  calculated  to  fupply  the  wants  of 
men,  there  would  be  no  occasion  for  accu- 
mulating any  Hock  of  commodities,  and  there 
would  be  no  labour  required  but  that  of 
gathering  the  fruits  of  the  foil  and  fitting 
them  for  the  ufe  of  man.  But  the  pro- 
ducing powers  of  the  earth  are  no  where  fo 

liberal. 
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liberal.      There    are    feafons    when    nature 
repofes,  or  at  leail  produces  nothing.     Even 
in  the  moft  fertile  countries  men  are  obliged 
to   hoard  up  fome    part  of  their  furplus  of 
victuals  and  commodities  in  order  to  provide 
for  a  contingent  futurity ;   and  wherever  the 
growth   of  produce  demands  a  confiderable 
length  of  time,  this  provident  care  for  the  fu- 
ture becomes  abfolutely  indifpenfable.  While 
the  ground  is  prepared  and  fown  ;  while  the 
feeds  are  left  to  thrive,  and  the  grain  to  grow 
and  ripe ;  while  the  corn  is  cut,  houfed,  and 
threfhed,  the  hufbandman  mull  live,  he  mufl 
receive  his    maintenance   from    a  Hock  of 
provifions  gained  by  previous  labour.      Are 
engines  and  tools  to  be  prepared,  dwellings 
to  be  erected,  raiments  and  other  articles  to 
be  manufactured,  or  perfonal  fervices  to  be 
performed,  the  individuals  employed  mufl  be 
fupported  during  the    performance  of  their 
labour    and    fervices.      This    prefuppofes  a 
ftock  of  commodities  deflined  not  for  the 
immediate  confumption  of  thofe  who  poifefs 
them,  but  to  be  exchanged  for  other  ufeful 
things,  or  referved  for  other  purpofes.  Such  a 
ftock  of  ufeful  commodities  is  called  a  capital. 
When  men  do  not  confume  all  the  produc- 
tions which  their  labour  has  obtained,  but 
hoard  them  up  for  future  ufes,  in  order  that 

during 


CH.T.  OF  CAPITAL.  43 

during  their  confumption,  their  induftry  may 
obtain  frefh  productions  in  flill  greater  abun- 
dance, they  are  faid  to  accumulate  capitals 
by  means  of  which  fucceeding  generations 
are  enabled  to  replace  by  their  labour  more 
than  what  they  confume  during  its  perfor- 
mance. But  the  whole  Hock  of  ufeful  things 
which  conftitutes  capital  is  more  or  lefs 
rapidly  confumed.  Some  of  its  parts,  moil 
of  thofe  in  particular  which  ferve  for  the 
fupport  of  life,  as  they  cannot  be  preferved 
for  a  great  length  of  time,  but  perifh  of 
themfelves  when  left  untouched,  mufl  be 
replaced  immediately  after  they  have  been 
confumed  by  nature,  and  during  the  labour 
of  man.  If  the  frefh  flock  produced  during 
this  confumption  be  not  larger  than  that 
which  has  been  confumed,  the  nation,  fup- 
poiing  that  the  number  of  its  individual 
members  is  not  increafed,  is  not  grown 
richer ;  it  remains  in  its  old  fituation,  is 
ftationary,  and  if  its  population  be  augmented, 
it  is  poorer  :  but  when  a  larger  flock  is  pro- 
duced than  what  has  been  confumed  during 
its  production,  and  the  numbers  of  the 
members  of  the  nation  are  not  increafed, 
the  capital  of  the  nation  is  not  only  replaced 
but  augmented,  and  the  wealth  of  the  nation 
is  increafed. 

Such 
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Such  an  increafe  of  wealth,  excepting  a 
few  fortunate  and  rare  occurrences,  is  gene- 
rally owing  to  a  gradually  extended  induflry 
and    a    progreffive   improvement   of  labour, 
both  of  which  depend  chiefly  on  the  previous 
accumulation  of  capital.      The   produce   of 
labour  does  not  always  ferve  for  the  labourer's 
immediate     confumption ;     the    component 
parts  of  the  fame  article  often  pafs  through 
many  hands ;     individuals    that   are    flran- 
gers  to  and  at  a  great  diilance  from  each 
other,    are    frequently    co-operating  in   the 
production  of  the    fame  commodity,  which 
circumilance  occafions  a  vail  lapfe  of  time ; 
and  moft  commodities  are  kept  for  a  fhorter 
or  longer  period  before  they  are  difpofed  of 
and  confumed.     There  mull  be  a  flock  pro- 
vided on  which  the  labourers  may  live  during 
all  this  time ;    their  maintenance   or    their 
wages  mull  be  pre-extant,  and  in  the  latter 
alternative  there    mufl    frill    be  a  flock   of 
commodities    previoufly   accumulated  fome- 
where,   from    which    they    may   obtain   the 
fupply  of  their  wants  in  exchange  for  their 
wages,  fuppofing  them  to  be  paid  in  money. 
The  raw  materials   on  which  labour  is  be- 
ftowed  mufl  alfo    be   pre-extant,  and  mufl 
have  been   obtained  by  previous  labour,  as 
well  as  the  tools,  engines,  workfhops,  ware* 

houfes, 
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houfes,  and  buildings  neceffary  for  the  opera- 
tion of  labour,  and  the   ftoring  of  its  pro- 
duce.    And  laflly,  the  conveyance  of  com- 
modities from  one  place  to  another,  demands 
an  extenfive  apparatus  of  veffels,  boats,  wag- 
gons, carts,  horfes,  &c.,  which  mufl  have  been 
acquired  by  the  produce  of  previous  labour. 
All   thefe    objects   are   component  parts  of 
the  capital  of  a  nation,  and  form  the  effential 
condition  on  which  the  perfection  of  labour 
depends.      The    improvement   of  labour   is 
therefore  limited  by  the  extent  of  capital. 

With  regard  to  wealth  in  general  the 
means  of  production  .ought  carefully  to  be 
diftinguifhed  from  the  produce  itfelf.  The 
former  are  partly  component  parts  of  wealth, 
as  lands  and  capitals,  and  partly  perfonal 
qualities  which  are  not  faleable  or  transfer- 
able in  themfelves,  but  only  in  their  pro- 
ductions. 

Every  part  of  the  foil,  and  every  object 
immediately   connected    with   it,    either   by 
art  or  nature,  is  coniidered  as  belonging  to 
the  land  as  long  as  that  connection  or  adhe- 
lion  lafts.     Hence  fuch  property  goes  by  the 
general  denomination  of  immoveable  goods. 
All  moveable  ufeful  things,  and  whatever  is 
fevered  from  the  ground  taken  collectively, 
conftitute  capital  Hock,  and  are  called  move- 
able 
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able  goods.  Lands  and  capitals  have  many 
properties  in  common.  They  are  both  in- 
flruments  or  engines  capable  of  producing 
ufeful  things,  and  ufeful  things  in  themfelves. 
They  chiefly  differ  in  this  refpecl;,  that  lands 
are  neceifarily  limited  by  the  extent  of  the 
territory,  or  of  the  ground  of  the  country, 
and  may  be  improved  but  cannot  be  multi- 
plied beyond  thefe  limits,  whilil  capitals  are 
circumfcribed  by  no  bounds,  and  may  be  in- 
creafed  ad  infinitum. 

Mental  property  conflitutes  an  invaluable 
part  of  the  treafure  of  a  nation,  and  is  in  fact 
included  in  its  capital :  but  as  genius,  talents, 
and  abilities,  confidered  as  caufes  or  fources 
of  wealth,  are  inherent  in  perfons,  they  can- 
not be  regarded  as  elements  of  wealth. 


CHAP. 
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CHAP.    VI. 

Of  the  conjoint  Operation  of  Land,  Labour, 
and  Capital. 

LANDS  without  any  labour  beflowed  upon 
them  yield  only  a  very  fmall  portion  of 
the  ufeful  articles  which  they  are  capable  of 
producing ;  and  labour  to   be  applied  with 
any  degree  of  fkill  requires  advances  derived 
from  a  previouily  accumulated  capital.  Lands, 
labour,  and  capital  mufl  combine,   in  order 
to  produce  the  greateft  poffible  quantity  of 
commodities.     Though  three  diftinct  caufes, 
it  is  yet  by  their  joint   operation  only  that 
they  effect  a  large  national  income.     But  it 
is  by  no  means  neceffary  that  he  who  is  the 
owner  of  the  foil  mould  labour  or  be  poffeffed 
of  capital.    On  the  contrary,  each  of  the  three 
diftinct    efficient   caufes    may   be,   and  fre- 
quently is,  in  the  power   of  quite  different 
individuals.     They  then  fland  in  need  of  each 
other's  affiilance.     The  land-owner  to  obtain 
a  larger  produce  from  his  foil  wants  labourers 
and  a  capital;  the  labourer  wants  a  foil  of 
raw  materials  to  work  upon,  and  food  and 
other  commodities  during  the  performance  of 

his 
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his  labour,  that  is  to  fay,  land  and  capital ; 
and  the  flock  which  the  capitaliil  has  accu- 
mulated with  the  view  of  having  it  profitably 
replaced  during  its  confumption,  cannot  be 
effectually  replaced  without  the  joint  operation 
of  nature  and  labour.  Land,  confidered  as 
the  inllrument  of  external  nature,  co-operates 
in  the  production  of  ufeful  things  :  but  its 
producing  powers  are  generally  augmented 
by  previous  labour,  the  beneficial  refults  of 
which  are  connected  for  ever  with  the  foil, 
and  aflume  the  appearance  of  nature.  That 
kind  of  labour,  however,  which  mufl  be 
repeatedly  beflowed  upon  the  foil  at  Hated 
periods,  is  always  confidered  as  a  diflin6l 
efficient  caufe  of  production. 

The  mare  which  nature  has  in  human 
labour  varies  according  to  the  talents,  ca- 
pacity, and  flrength  with  which  different 
individuals  are  provided,  and  according  to 
the  afiiflance  which  the  proper  application  of 
the  elements  of  external  nature  affords,  as  is 
the  cafe  in  feveral  machines,  water-mills, 
wind-mills,  fleam-engines,  &c. 

Labourers  may  alfo  be  divided  in  feveral 
diftincl  claffes.  Some  forward  the  production 
of  ufeful  things  by  their  judgment  and  know- 
ledge. They  form,  as  far  as  they  purpofely 
apply  to  the  acquifition  of  fuch  knowledge, 

the 
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the  clafs  of  fcientific  or  learned  men.  Others 
regulate  labour  and  the  employment  of  capital 
according  to  the  directions  of  the  learned, 
and  conilitute  the  clafs  of  infpectors,  under- 
takers, foremen,  &c.  Others,  laflly,  produce 
ufeful  things  according  to  the  verbal  directions 
of  the  latter  ;  they  are  actual  labourers  in  the 
proper  fenfe  of  the  word.  Another  kind  of 
labourers  have  no  immediate  mare  in  the 
production  of  commodities  :  but  they  enhance 
their  value  by  propagating  their  ufe,  con- 
veying them  to  thofe  who  want  them  and 
facilitating  their  exchange.  Such  are  mer- 
chants, traders,  dealers,  carriers,  mariners,  &c. 
Capitals  are  chiefly  the  produce  of  pre- 
vious labour.  By  fupplying  the  wants  of  the 
labourer  during  the  performance  of  his  labour, 
and  by  improving  his  working  powers,  they 
enable  him  to  produce  more  than  what  the 
capital  advanced  amounts  to.  Labour  is 
therefore  the  only  efficient  caufe  by  which 
productive  powers  are  beftowed  upon  both 
land  and  capital,  or  by  which  both  land  and 
capital  are,  as  it  were,  fertilized  and  rendered 
productive. 


CHAP. 
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CHAR    VII. 

Of  perfonal  Services,  and  political  Inftitutions. 

TITTEALTH  is  prized  in  proportion  as  it  is 
*  ^  calculated  to  accomplifh  its  primary 
end,  the  happinefs  of  the  human  race.  What- 
ever contributes  to  attain  that  object  ought 
to  be  efteemed  equal  to  wealth,  though  it 
may  not  properly  be  confidered  as  a  com- 
ponent part  of  material  riches.  Of  this  kind 
are  actions,  which,  without  producing  any 
tangible  portion  of  wealth,  gratify  indirectly 
certain  wants  and  defires,  or  afford  fome 
enjoyment,  and  are  on  that  account  called 
perfonal  fervices.  Our  well-being  requires 
not  only  material  objects,  but  alfo  the  fervices 
of  others  to  afford  us  affiflance  and  facilities 
in  our  purfuits,  to  fave  our  time  for  more 
important  or  nobler  occupations,  to  heighten 
our  comforts  and  pleafures,  to  preferve  or  to 
re-eftablim  our  health,  to  improve  our  bodily 
and  mental  faculties,  to  guard  and  fecure 
our  rights,  to  protect  us  againfl  internal  and 
external  violence,  &c.  Individuals  that  are 
able  and  inclined  to  perform  fuch  perfonal 
fervices,  are  as  important  to  a  nation  as  the 

poffeflion 
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pofTeffion  of  material  riches.  And  though 
it  be  true  that  the  performance  of  fuch  fervices 
pre-fuppofes  the  exiflence  of  previous  external 
wealth,  lince  no  individual  can  devote  his 
time  to  make  himfelf  ufeful  or  agreeable  to 
another  unlefs  his  maintenance  be  fecured  to 
him-  from  a  flock  previoufly  accumulated, 
yet  fuch  fervices  contribute  indirectly  to  the 
production  of  wealth  ;  many  kinds  of  riches 
would  not  exifl  at  all  without  them,  and  there 
are  numerous  inflances  in  which  the  produc- 
tion of  wealth  depends  as  much  on  perfonal 
fervices,  as  the  latter  are  generally  dependent 
on  wealth. 

Befides  it  is  not  every  perfonal  fervice  that 
is  paid  with  material  goods.  Some  are  ex- 
changed for,  or  rewarded  with,  other  per- 
fonal fervices,  in  which  cafe  the  value  of 
both  is  abfolutely  independent  of  material 
wealth.  In  many  inflances  perfonal  fervices 
may  be  regarded  as  component  parts  of  a 
particular  kind  of  wealth,  which  might  be 
denominated  perfonal  or  internal  wealth. 
They  are  real  commodities  or  means  of  gra- 
tifying our  wants  and  defires,  and  of  affording 
us  enjoyments.  They  are  fufceptible  of  a 
comparifon  with  external  goods,  capable  of 
being  exchanged  for  fuch,  and  valued  or 
prized  on  the  fame  principles. 

E  2  Human 
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Human  labour  in  general  may  therefore 
be  denominated  ufeful  or  ufelefs,  according 
as  it  performs  fomething  that  fupplies  a 
human  want,  gratifies  a  rational  defire,  and 
affords  an  enjoyment,  or  not.  Every  indi- 
vidual who  performs  an  ufeful  labour,  beflows 
upon  the  community  a  benefit,  and  obtains 
benefits  in  return,  and  it  is  not  necefTary  that 
the  benefits  thus  exchanged  be  always  material 
commodities,  or  component  parts  of  wealth, 
properly  fo  called. 

Thofe  members  of  a  community  who  don't 
labour  at  all,  or  perform  no  kind  of  fervice, 
mufl  alfo  live  upon  a  flock  that  has  been 
previoufly  accumulated  either  by  themfelves 
or  by  others.  Perfonally  they  contribute 
nothing  either  to  the  increafe  of  wealth  or  to 
the  benefit  of  the  community  at  large.  They 
are  ufelefs. 

The  larger  the  number  of  individuals  of 
whtfm  a  nation  is  compofed,  the  greater  in 
particular  the  number  of  thofe  who  are  em- 
ployed in  ufeful  labour,  the  eafier  is  the 
accumulation  of  wealth,  and  the  better  are 
all  kinds  of  wants  fupplied.  The  increafe  of 
the  wealth  and  happinefs  of  a  nation  is  always 
proportionate  to  the  ablities,  knowledge,  arts, 
induflry,  diligence,  juflice,  and  benevolence 
of  its  individual  members ;  and  nothing  is 

more 
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more  conducive  to  the  acquifition  of  thefe 
virtues  and  accomplifhments,  than  thofe  focial 
relations  which  facilitate  a  mutual  intercourfe. 
This  is  the  great  poliiher  of  man,  the  flimulus 
to  talents  and  competition.  It  is  befl  pro- 
moted by  people  dwelling  clofe  together. 
The  larger  the  number  of  individuals  colle6led 
upon  a  given  convenient  fpace,  the  eaiier 
their  means  of  communication  by  good  roads, 
canals,  &c.  the  greater  are  their  facilities  to 
produce  and  increafe  national  wealth,  and  to 
contribute  to  their  mutual  well-being.  A 
rare  intercourfe  affords  few  occasions  for 
fympathetic  feelings.  In  thinly  peopled 
countries  men  are  lefs  fenfible  to  the  opinion 
and  lefs  alive  to  the  fufferings-  of  others. 
They  have  a  lefs  acute  fenfe  of  the  laudable 
and  blame-worthy,  and  lefs  benevolence. 

A  frequent  intercourfe  and  its  attendant 
virtues  are  moft  effectually  promoted  by  re- 
gulations which  fecure  the  perfonal  liberty 
of  every  member  of  the  community,  and 
guarantee  to  every  individual  the  free  ufe  of 
his  property,  fetting  no  other  limits  whatever 
to  his  freedom  than  what  the  rights  of  his 
fellow-citizens  may  require.  That  man  indeed 
will  generally  be  found  the  moft  active  who 
is  entitled  to  expect  the  whole  profit  of  his 
E  3  labour 
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labour  as  his  reward,  and  who  may  employ 
himfelf  in  that  fort  of  work  which  he  likes 
befl ;  and  that  indvidual  commonly  applies 
his  property  in  the  moft  beneficial  way,  who 
has  a  free  diipofal  over  both  its  fubftance  and 
its  produce.  Wherever  wealth  is  infecure  it 
cannot  circulate  freely,  or  fhow  itfelf  in  a 
general  appearance  of  eafe  and  comfort  (^). 
The  firmer!  bafis  of  national  wealth  refts  upon 
the  conliitution  of  the  Hate.  When  the 
authority  of  the  chief  magiftrate  is  properly 
defined  and  duly  acknowledged ;  when  the 
fucceffion  to  the  fupreme  power  is  not  left 
expofed  to  contentions  and  commotions ; 
when  the  fubje6l  is  free,  and  the  loweft  in- 
dividual in  the  nation  fecure  againfl  violence 
and  oppreffion ;  when  the  laws  are  equitable 
and  impartially  adminiilered,  the  progreffive 
increafe  of  national  wealth  is  infallible. 

(q)  Mr.  Peuchet,  (in  Merlin's  Statiftique  de  la  France,} 
admits  that  this  is  the  cafe  with  the  fmall  landholders  in 
France.  Though  they  hoard  money,  they  are  afraid  of 
employing  their  capitals.  The  fame  circumftance  takes 
place  in  a  {till  greater  degree  among  the  Ruffian  peafants  : 
but  their  little  hoards  are  occafionally  brought  to  light  by 
unforefeen  accidents.  A  Ruffian  peafant  paid  his  lord 
15,000  roubles,  about  ^2000,  for  his  daughter's  liberty. 
The  lord  took  the  money,  but  refufed  to  emancipate  the 
girl.  See  Dr.  Clarke's  Travels  in  various  countries  of 
1810.  vol.  i.  p.  170. 

But 
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But  as  the  component  parts  of  wealth  arc 
chiefly  efleemed  according  to  their  value,  it 
will  be  neceffary  to  invefligate  firft  the  prin- 
ciples of  the  value  of  commodities,  in  order 
to  obtain  a  more  diftincl  view  of  the  manner 
in  which  the  wealth  of  nations  is  progreffively 
increafed,  by  the  conjoint  operation  of  land, 
labour,  and  capital,  by  the  additional  help 
of  perfonal  fervices,  and  by  the  influence  of 
political  inflitutions. 


CHAP. 
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CHAP.    VIII. 
Of  Value. 

only  end  for  which  men  can  reafon- 
-*•  ably  defire  a  flock  of  ufeful  things,  is 
to  exchange  its  furplus  for  ufeful  things  of 
another  kind.  This  profpect  is  the  chief 
inducement  to  accumulate  a  flock,  and  the 
hope  of  being  able  to  exchange  it  at  pleafure, 
fur  nifties  an  additional  motive  for  its  acquifi- 
tion.  To  cede  to  another  fomething  that  is 
ufeful  to  him  againfl  fomething  that  is  ufeful 
to  us,  is  called  a  truck,  barter,  or  exchange. 

A  truck,  barter,  or  exchange  may  be  de- 
fined the  a6l  of  two  perfons  renouncing  re- 
ciprocally to  their  right  of  property  in  dif- 
ferent commodities  in  favour  of  each  other. 
In  every  tranfaclion  of  that  kind  one  natu- 
rally wifhes  to  gain  as  much  as  the  other. 
The  commodity  which  I  receive  in  exchange 
mufl  in  my  eyes  have  as  great  a  value  as  the 
commodity  with  which  I  part  has  for  him 
who  confents  to  take  it.  Exchange  or  barter 
fuppofes  a  comparifon  either  of  the  com- 
modities  that  are  to  be  bartered  or  of  their 
life  and  value,  and  a  perfect;  underflanding 

or 
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or  agreement  about  this  comparifon  between 
the  parties. 

The    difference    between    real    and    ex- 
changeable   value    has  already  been    fixed. 
£B.  i.  CH.  i.]      The    former    is    determined 
by   the  quality  of  the  want  which  a   com- 
modity fupplies,   and    eflablifhes  its  impor- 
tance.      The   latter  is   determined  by  the 
facility  or  poffibility  of  obtaining  other  ufeful 
things  for  the  commodity,  and  eflablifhes  its 
price.     As  no  enjoyment  whatever  is  poffible 
without    them,     thofe    commodities    which 
fupply  the  necefTaries  of  life  have  the  highefl 
real  value.     They  are  of  abfolute  neceflity. 
But  nature,  ever  attentive  to  the  beings  which 
are  called  into  exiflence,  places  lefs  wants  in 
this  clafs  than  what  cuflom,  habit,  and  the 
progrefs  of  civilization  are  daily  adding  to 
the  catalogue.     In  the  prefent  flage  of  civil 
fociety,  we  confider  as  necefTary  whatever  we 
may  want  for  the  bare  fupport  of  life,  for 
the  invigorating  of  health,  and  for  the  pre- 
fervation  of  public  efleem.     We  ought  how- 
ever to  diflinguifh  wants  of  the  firft  neceffity 
from  thofe  of  fecondary  importance. 

Commodities  tending  to  remove  that  un- 
eafinefs  which  remains  after  the  fupply  of 
the  wants  of  prime  neceffity,  or  to  augment 
pur  contentment,  are  called  comforts,  and 

may 
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may  fooner  be  difpenfed  with  than  the  abfo- 
lute  neceffaries.  Their  real  value  therefore 
is  lefs,  And  the  leaft  real  value  attaches  to 
thofe  objects,  called  luxuries,  which  enhance 
our  pleafures,  fatisfy  newly  invented,  ima- 
ginary, over  refined,  artificial  wants,  or  tend 
merely  to  give  us  the  appearance  of  a  greater 
confequence  than  we  are  actually  entitled  to. 
According  to  this  fcale  of  valuation  objects 
of  prime  neceffity  have  the  greatefl,  objects 
of  convenience  or  comforts  a  lefs,  and  luxu- 
ries the  leafl  real  value. 

Nature,  as  we  obferved  before,  is  moil 
liberal  in  fupplying  us  with  the  objects  of 
prime  neceffity.  Thofe  without  which  we 
could  not  exifl  for  a  lingle  moment  are  pro- 
vided fpontaneoufly  in  complete  perfection, 
and  in  fuch  conftant  abundance  that  they 
will  fuffice  for  ever  for  the  greatefl  poffible 
number  of  men  ;  and  the  production  of  many 
other  articles  indifpenfable  for  our  preferva- 
tion  requires  only  a  very  flender  affiflance 
from  our  induflry.  Nothing  however  is  given 
for  an  object,  be  it  ever  fo  indifpenfable,  if  it 
can  be  procured  without  trouble.  Such  com- 
modities have  no  exchangeable  value  what- 
ever, though  their  real  value  be  ever  ib  great. 

But  as  foon  as  the  acquifition  of  an  ufeful 
thing  is  connected  with  the  fmallefl  trouble, 

in  con- 
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inconvenience,  or  difficulty,  he  who  is  once 
poffeffed  of  it  does  not  part  with  it  for 
nothing.  He  who  wants  it  mud  give  him 
fomething  elfe  in  return,  that  is  to  fay,  the 
proprietor  fets  an  exchangeable  value  upon 
his  commodity.  The  circumilance  which 
confers  an  exchangeable  value  upon  any 
object  in  demand  is  limply,  that  another 
object,  commodity,  or  enjoyment  may  be 
obtained  for  it.  The  quantities  or  number 
of  things  reciprocally  exchanged,  are  pro- 
portioned by  the  competition  between  the 
fupply  of  and  demand  for  both.  It  is  per- 
fectly indifferent  whether  the  thing  that  is 
become  any  one's  property,  has  cofl  the 
proprietor  any  labour  or  trouble,  or  whether 
it  be  the  fpontaneous  production  of  nature, 
and  its  acquifition  a  mere  matter  of  chance. 
The  only  queilion  is  on  what  terms  will  he  con- 
fent  to  part  with  fuch  a  thing,  or  what  mufl 
any  other  individual  give  him  in  exchange,  to 
arrive  in  a  legal  way  at  its  poffeffion. 

It  is  in  general  the  joint  operation  of 
nature  and  human  induftry,  which  produces 
valuable  things.  If  nature  be  common  or 
acceffible  to  all,  nothing  is  allowed  or  given 
for  its  lhare  in  the  production,  its  value  is 
determined  chiefly  by  the  trouble,  difficulty, 
or  labour  which  its  acquifition  required.  But 
3  if 
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if  the  fhare  of  co-operating  nature  be  private 
property,  if  every  one  be  not  able  to  arrive 
at  its  pofleffion  at  pleafure,  he  who  has  the 
powers  of  nature  in  his  poffeffion  does  not 
confent  to  their  being  made  ufe  of  by  others 
for  nothing;  they  are  then  efleemed  equal 
to  a  given  quantity  of  commodities  of  a  dif- 
ferent kind  which  their  proprietor  wifhes  to 
poffefs. 

The  exchangeable  value  of  a  commodity  is 
the  aflignable  quantity  of  any  other  commo- 
dity, for  which  an  affigned  quantity  of  the 
former  may  be  exchanged.  Every  commo- 
dity may  be  conlidered  as  exchangeable  for 
every  other,  and  the  value  of  any  one  may 
be  expreffed  by  aligning  a  quantity  of  any 
other :  but  in  every  inftance  of  actual  ex- 
change this  reciprocal  value  is  determined 
by  competition,  or  the  proportion  between 
the  fupply  of  and  the  demand  for  each  of 
the  two  commodities,  or  the  refpective  por- 
tions of  each.  The  exchangeable  value 
therefore  of  any  two  commodities,  is  liable 
to  vary  with  the  variation  of  the  demand  for 
and  fupply  of  the  one  commodity,  and  the 
fupply  of  and  demand  for  the  other.  The 
exchangeable  value  of  labour,  for  inftance, 
that  is,  the  quantity  of  corn,  cloth,  or  any 
other  commodity  obtained  in  exchange  for  a 

given 
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given  quantity  of  labour,  is  conftantly  re- 
gulated by  the  fupply  of  the  particular  fpeciea 
of  labour  which  is  wanted,  the  demand  for 
that  particular  labour,  the  fupply  of  grain, 
cloth,  or  the  particular  commodity  wanted, 
and  the  demand  for  that  commodity. 

Were  the  quantity  of  labour  employed  in 
the  production  of  any  commodity  the  only 
efTential  caufe  of  its  exchangeable  value, 
labour  would  afford  an  exact  meafure  of  all 
exchangeable  value,  and  whenever  the  quan- 
tity of  labour  employed  on  a  given  commodity 
happened  to  be  equal  to  the  quantity  of  labour 
employed  upon  the  commodity  for  which 
it  is  to  be  exchanged,  thefe  two  quantities 
of  labour  might  fairly  be  ufed  as  equivalents. 
But  it  is  not  true  that  the  thing  purchafed 
in  every  bargain  is  merely  fo  much  labour ; 
the  value  of  the  raw  material  can  neither  be 
rejected  as  nothing,  nor  eilimated  as  a  con- 
ilant  quantity.  The  value  of  raw  materials, 
like  that  of  manufactured  articles,  and  of 
labour  itfelf,  varies  with  the  proportion  of 
fupply  and  demand.  In  fome  manufactures 
the  value  of  the  raw  material  compared  to 
the  labour  employed  is  extremly  trifling,  as 
the  value  of  the  flax  in  a  cap  of  fine  thread 
lace,  that  of  the  kelp  and  fand  in  a  veffel  of 
cut  glafs,  that  of  the  iron  and  charcoal  in  a 

3  fteel 
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fleel  watch-fpring ;  in  others  it  greatly  ex- 
ceeds the  value  of  the  labour  employed,  as  in 
a  diamond  ring.  Although  the  wages  of 
the  whole  labour  employed  in  the  produc- 
tion of  a  commodity  form  a  component  part 
of  its  price,  as  will  be  feen  hereafter,  yet 
labour  itfelf  is  only  a  condition  which  limits  the 
eventual  fupply  of  every  commodity,  and  in 
the  actual  exchange  of  two  commodities  for 
each  other,  no  regard  is  paid  to  the  labour 
employed  in  producing  either,  but  to  the 
competition  between  the  fupply  of  and  the 
demand  for  both  commodities.  If  of  two 
commodities  the  demand  for  one  be  increaf- 
ing  at  a  particular  time  whilfl  its  fupply 
remains  unaugmented,  and  the  demand  for 
the  other  be  decrealing  whilft  its  fupply  re- 
mains undiminifhed  at  that  particular  time, 
the  relpeclive  quantities  of  the  two  commo- 
dities exchanged  for  each  other,  may  have 
required  in  their  production  very  unequal 
quantities  of  labour.  At  a  fudden  death  in 
the  royal  family  black  cloth  acquires  a  value 
greatly  above  that  of  any  other  cloth,  though 
the  quantities  of  labour  neceffary  to  bring 
both  articles  to  market  may  be  nearly  equal. 
But  it  is  on  the  ground  of  labour,  or  the 
produce  of  previous  labour,  being  the  only 
legal  way  of  arriving  at  the  porTeffion  of 

things 
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things   of  value,   that  labour  may  in   fome 
degree  be  confidered  as  a  general  meafure 
of  exchangeable  value,  or  as  a  flandard  by 
which  the  exchangeable  value  of  all  commo- 
dities may  be  determined.      The  queflion  is 
not  how  much  labour  the  production  of  the 
commodity   wanted  has   required,   but  how 
much  labour  mufl  be  employed  to  arrive  at  its 
poffefli  on.     Labour  has  a  conilant  real  value ; 
it  is  at  all  times  and  in  all   places  the  only 
legal  way  to  obtain  ufeful  things.     It  has  alfo 
an  univerfally  exchangeable  value  ;  though  a 
certain  quantity  of  labour  may  now  and  then 
be  given   away  for  nothing,  it  is  by  labour 
only  that  our  wants  can  be  fupplied,  either 
immediately,   when   the   commodity  wanted 
is    the   production   of  our   own  labour,   or 
mediately,  when  the  commodity  is  obtained 
againfl  the  furplus  of  a  previoufly  accumu- 
lated flock  of  former  produce  of  labour. 

It  is  true  that  labour  differs  as  to  its  qua- 
lity. But  among  the  innumerable  varieties 
of  human  lajbour,  there  is  one  fpecies  by 
which  all  the  others  may  be  regulated,  viz. 
the  common  manual  labour  called  day  labour. 
As  a  grown  up  perfon  endowed  with  the 
ufual  natural  powers  can  perform  in  a  day 
nearly  as  much  of  fuch  labour  as  any  other 
grown  up  perfon,  the  average  between  the 

labour 
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labour  of  the  very  idle,  and  that  of  the  very 
diligent  is  confidered  as  a  common  day's 
labour,  and  forms  the  bails  of  all  valuations 
of  that  kind.  One  day  of  difficult  or  ikilled 
labour,  the  learning  of  which  has  required 
more  or  lefs  time,  or  a  fmaller  or  larger  mare 
of  talents  and  ftudy,  is  coniidered  as  equal 
to  a  given  number  of  days  of  common  labour. 
But  an  invariable  ftandard  or  perfect  meafure 
of  exchangeable  value  is  ilill  a  defideratum 
in  Political  Economy. 


CHAR 
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CHAR  IX. 

Of  the  General  Medium  of  Exchange. 


labour  even  a  tolerably  fteady 
ilandard  of  exchangeable  value,  it  yet 
eould  not  be  ufed  as  a  direct  medium  of  ex- 
change or  equivalent,  or  in  other  words,  as 
the  thing  itfelf,  which  is  actually  given  for 
another  thing.  He  who  is  poffefled  of  a  furplus 
of  commodities  expects  fuch  commodities  in 
return  as  he  happens  to  want.  Theie  conlifi 
but  rarely  in  labour,  and  lefs  rarely  flill  in 
exactly  fuch  labour  as  can  be  performed  by 
the  individual  who  is  in  want  of  any  part  of 
his  furplus.  He  generally  wants  the  produce 
of  a  very  different  kind  of  labour,  and  yet  it 
is  only  the  profpect  of  being  able  to  procure, 
at  pleafure,  the  fupply  of  his  manifold 
wants,  againfl  his  flock  of  commodities, 
which  renders  a  furplus  of  fuch  commodities 
valuable  to  their  owner.  Were  we  to  procure 
the  commodities  which  we  are  in  want  of 
through  the  immediate  exchange  of  our  own 
productions,  we  mould  be  obliged  to  find 
perfons  who  not  only  have  a  furplus  of  the 
commodities  which  we  want,  but  who  are 

F  alfo 
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alfo  ftanding  in  need  of  exactly  that  kind  of 
commodity  which  we  have  to  offer  in  ex- 
change. It  would  likewife  be  neceffary  to 
have  the  value  of  whatever  is  fought  for 
previouily  afcertained,  and  the  comparative 
value  of  the  two  articles  determined,  to  be 
perfectly  fure  that  the  value  of  the  commo- 
dity obtained  in  exchange,  is  as  great  as  the 
value  of  the  commodity  which  is  parted  frith. 
This  agreement  about  the  value  of  each  other's 
commodity  is  extremely  difficult,  if  there 
be  no  acknowledged  medium  of  exchange. 

As  this  difficulty,  coupled  with  that  of 
finding  purchafers  pofTeffed  of  the  exa6l  com- 
modity which  is  wanted  in  return,  throws  an 
almofl  infuperable  obllacle  in  the  wray  of 
barter,  nations  in  a  fiate  of  progreffive  civi- 
lization have  generally  adopted,  as  an  acknow- 
ledged medium  of  exchange,  fome  com- 
modity, the  value  of  which  is  univerfally 
known,  and  which  every  one  willingly  takes 
in  exchange  for  his  furplus,  precifely  on 
account  of  this  property,  that  he  may  eaflly 
part  with  it  again,  and  barter  it  againil  any 
ufeful  or  agreeable  thing.  The  circumflance, 
that  its  value  is  univerfally  known,  abridges 
the  comparifon  of  values;  that  of  the  medium 
of  exchange  being  admitted  by  both  parties, 
they  need  only  to  agree  about  the  value  of 

the 
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the  object  which  is  to  be  exchanged.    If  fuch 
a  commodity,  poffeiTed  of  an  exchangeable 
value   in  itfelf,   be  befides   eaiily  houfed  or 
lodged  in  fafety,  eaiily  transferred  or  carried 
from  one  place  to  another,  not  liable  to  perifh 
or  to  be  fpoiled,  eaiily  divided  into   many 
perfectly  homogeneous  parts,  and  thus  capa- 
ble of  being  compared  with  the  fmalleil  or 
largeil  fraction  of  any  other  commodity  by 
iimply  altering  its  quantity,  it  is  iingularly 
fitted  for  the  purpofe  of  a  general  medium  of 
exchange,  and  its  value  muft  increafe  from 
the  very  circumilance  that  it  is  adopted  as 
fuch,  fince  it  thus  fupplies  a  moil  important 
\vant,  and  additional  labour  may  be  employed 
in  its  acquiiitfon. 

Any  fuch  commodity  ufed  by  the  common 
confent  of  all  the  individuals  of  a  nation,  for 
the  particular  purpofe  of  a  general  medium  of 
exchange,  is  called  money.  Merchandize  and 
money  thus  become  two  oppofite  terms.  One 
is  a  commodity  deilined  to  be  ufed  or  con- 
fumed,  the  other  a  commodity  deilined  to  be 
exchanged  for  any  ufeful  thing;  but  the 
materials  of  wrhich  it  is  compofed  may  like- 
wife  be  ranked  as  merchandize,  and  compared 
with  money  itfelf.  The  actual  exchange  of 
merchandize  for  money  is  called  buying  and 
felling.  He  who  gives  money  for  a  mer- 
F  2  chandize, 
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chandize,  buys,  purchafes  or  is  a  buyer.  He 
who  receives  money  for  a  merchandize,  fells, 
vends  or  is  a  feller. 

Different  nations  have  at  different  periods 
of  their  civilization,  fele6led  different  com- 
modities, more  or  lefs  poffeffed  of  the  pro- 
perties enumerated  above,  as  particularly 
fit  for  the  purpofes  of  money  (r).  But  all 
thoroughly  civilized  flates  have  given  the 
preference  to  the  finer  metals.  Gold  and 
lilver  are,  indeed,  the  fitteft  materials  for 
money,  for  the  following  eight  reafons : — 

i.  They  have  a  real  value,  "as  they  are 
excellent  materials  for  ufeful  utenfils  and 
implements,  and  efpecially  calculated  to  gra- 

(r)  The  Earl  of  Liverpool  has  Hated  in  a  very  clear  and 
fatisfa&ory  manner,  the  feries  of  changes  which,  as  a  country 
advances  in  wealth,  are  gradually  introduced  into  its  fyftem  of 
currency.  In  a  very  early  ftage  of  fociety,  when  tranfa&ions 
are  few  and  of  fmall  confequence,  a  very  coarfe  metal,  fuch  as 
copper,  generally  anfwers  all  the  purpofea  of  a  circulating 
medium.  In  the  courfe  of  advancing  improvement,  however, 
filver  is  found  to  be  a  more  convenient  inftrument  of  exchange ; 
and  in  the  ftill  further  progrefs  ofcommercial  opulence,  gold,  at 
laft,  is  the  only  metal  in  which  great  payments  can  be  conve- 
niently effected.  When  a  currency  has  arrived  at  this  laft 
ftate  of  refinement,  the  coarfer  metals  are  never  employed 
except  in  the  fmaller  payments,  which  could  not  be  conveni- 
ently effected  by  means  of  a  metal  fo  precious  as  gold.  They 
become  therefore  fubfidiary  merely  to  the  operations  of  the 
main  currency. 

tify 
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tify  that  love  of  ornament  and  decoration 
which  is  awakened  in  men  as  foon  as  their 
moil  urgent  wants  are  fatisfied. 

2.  They  have  a  tolerably  ileady  exchange- 
able value,  their  fupply  being  almoit  at  all 
times  limited  by  nearly  the  fame  quantity  of 
labour,  of  the  fame  quality,  and  lefs  expofed 
to  the  fudden  alterations  to  which  that  of 
many  other  commodities  is  fubject. 

3.  They   are   divifible   with   the   greatefl 
accuracy,   into  exact   proportions   or  parts, 
almoft  ad  mfinitum. 

4.  They  are  perfectly  homogeneous.     No 
phyfical  difference  can  be  difcovered  in  any 
pound  of  pure  gold  or  of  pure  filver,  whether 
the  production  of  Europe,  Alia,  Africa,  or 
America ;  and  their  fmallefl  parts  preferve  the 
fame  nature  with  the  whole,  fo  that  their  value 
is  known  inilantly  by  their  quantity. 

5.  They  are  lefs  confumable  or  fubject  to 
decay  than  moil  other  commodities ;  they  are 
not  liable  to  be  fpoiled,  and  even  fire-proof. 
They  may  be   melted,    allied   with   coarfer 
metals,  and  feparated  from  them  again  with- 
out ever  lofing  any  thing  of  their  weight  or 
of  their  quality  in  the  operation. 

6.  From  their  great  value  in  a  fmall  com- 
pafs,  they  are  not  too  bulky  for  the  common 
purpofes  of  exchange ;  they  are  eafily  carried 

F  3  about, 
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about,  and  may  be  conveyed  to  the  fartheft 
diilance  without  iiiffering  the  leaft  injury. 

7.  Their  prime  matter  coniidered  as  mer- 
chandize, does  not  fupply  any  of  the  wants 
of  firil  neceffity,  but  is  merely  an  object  of 
convenience  and  luxury.    There  is  no  danger 
that   it  will  ever  be  confirmed   in  cafes  of 
famine  or  fcarcity. 

8.  Their  quantity  may  probably  be  regu- 
larly increafed  by  labour.    It  does  not  appear 
to  depend  merely  on  chance.     Nothing,  in 
fhort,  is  capable  of  being  more  conveniently, 
and  more  exactly  applied  to  determine  the 
exchangeable  value  of  all  other  commodities. 
Platina,  if  it  could  be  procured  in  abundance, 
is  the  only  metal  that,  from  its  being  equally 
malleable,  diviiible  and  capable  of  refilling 
fire,  might  afford  a  good  fubflitute  to  gold 
and  filver. 

The  advantage  of  employing  the  precious 
metals  as  a  general  medium  of  exchange 
became  ftill  more  fenfible,  when  it  was 'no 
longer  left  to  private  individuals  to  divide 
and  to  weigh  the  pieces  of  metal,  and  to 
determine  their  finenefs,  but  public  authority 
pro^  Ided  them  with  the  image  of  the  chief 
magiilrate  Clamped  upon  them,  -as  a  guarantee 
of  their  purity  and  weight.  To  prevent  their 
being  too  fmall  for  circulation,  the  gold  pieces 

were 


Cft.  IX.  MEDIUM    OF   EXCHANGE.  7! 

were  made  of  gold  and  filver,  and  the  filver 
pieces  of  filver  and  copper,  in  certain  propor- 
tions commonly  called  Billon,  and  to  adapt 
them  to  the  loweft  poilible  value,  copper 
pieces  were  flruck  with  a  fimilar  impreffion 
to  ferve  as  coin.  The  value  of  an  affigned 
quantity  of  money  is  determined  by  the 
affignable  quantity  of  any  other  commodity 
for  which  it  may  be  exchanged,  and  as  the 
quantity  of  other  commodities  to  be  obtained 
for  it,  is  neithefvrVequently"il6i;ifuddenly  alter- 
ed, and  as  pieces  of  gold  and  filver  <ire  tangi- 
ble fubftances,  the  value  of  things  is  much 
better  determined  by  money  than  by  days  of 
common  labour.  But  as  foon  as  the  value  of 
money  itfelf  is  changed,  that  is  to  fay,  when 
it  ceafes  to  obtain  the  fame  quantity  of  other 
commodities  in  exchange,  its  value  at  different 
periods  mufl  be  determined  by  the  quantity 
of  commodities  any  given  quantity  of  money 
could  command  at  that  time.  Were  another 
thing  to  be  found  that  could  at  all  times 
command  the  fame  quantity  of  other  commo- 
dities, it  would  inflantly  qualify  itfelf  for  a 
flandard  of  value.  Grain  has  frequently  been 
ufed  as  fuch.  As  the  artificial  production  of 
a  certain  quantity  of  corn  taken  on  the  ave- 
rage of  feveral  years  requires  pretty  nearly 
an  equal  quantity  of  labour,  which  limits  its 
F  4  eventual 
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eventual  fupply,  and  as  corn  is  at  all  times 
an  article  of  prime  neceffity,  the  fame  given 
quantity  of  corn  has  in  almoil  all  periods  the 
fame  value,  that  is  to  fay,  the  fame  quantity 
of  corn   purchafes   at  different   periods  the 
fame    quantity    of   other    commodities.      If 
therefore  different  quantities  of  the  precious 
metals   are  paid  at   remote  periods  for  the 
fame  quantity  of  grain,  that  eircumftance  is 
not  fufficient  to  afcertain  whether  it  is  the 
value  of  corn  that  has  rifen  or  funk :  but  it 
mufl  firfl  be  known  what  quantity  of  com-, 
modities,  productions  of  labour,  could  pur- 
chafe   the   fame   quantity   of  corn   at   thofe 
different  periods,  and  it  is  from  this  laft  cir-, 
cumflance  only  that  a  certain  inference  may 
be   drawn,  whether  it  be  the  value  of  the 
metals  or  that  of  corn  which  is  altered. 

The  quantity  of  labour  neceflary  to  obtain 
a  given  quantity  of  precious  metals,  has  varied 
at  different  periods  on  account  of  a  change, 
either  in  the  produ6livenefs  of  the  mines  or 
in  the  demand  for  the  precious  metals.  The 
mineral  kingdom,  particularly  with  regard  to 
the  precious  metals,  is  far  from  pofTeffing  a 
fertility  as  regular  as  that  of  the  vegetable 
kingdom  ;  the  produclivenefs  of  mines  cannot 
be  increafed,  accelerated,  j  or  affifted  by  the 
indtiflry  of  man  in  the  fame  manner  as  the 

produc- 
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produclivenefs  of  the  foil.     No  more  can  be 
taken  out  of  a  mine  than  what  that  mine  con- 
tains, whilil  a  field  may  be  made  to  produce 
more   by  means  of  manure  and  ploughing. 
And  the  want   of  or   the   demand  for  the 
precious  metals  is  more  adventitious,  more 
liable  to  cafualties,  and  of  courfe  much  more 
expofed  to  fluctuate,  than   the   want   of  or 
Demand  for  corn.     If  the  labour  neceffary  to 
produce  all  other  commodities  remains  the 
fame,  whilft  it  is  altered  with  refpe6t  to  the 
metals,    a   different   quantity  of  the   metals 
mufl  be  paid  for  all  other  commodities  at  that 
period  of  time.     But  in  that  cafe  it  is  not  the 
value  of  thofe  commodities,  it  is  that  of  the 
metals  which  is  altered,  and  by  comparing 
the  value  of  thofe  commodities  with  any  one 
of  them   which   have  retained  their  value, 
corn  for  inflance,  the  alteration  in  the  value 
of  the  metals  immediately  becomes  flrikingly 
feniible. 

Great  caution,  however,  is  required  in 
making  corn  the  ftandard  value.  It  is  true 
that  the  average  of  feveral  fucceffive  years 
compenfates  the  difference  arifmg  from  the 
fluctuating  fertility  of  the  foil,  which,  though 
the  fame  quantity  and  quality  of  labour  be 
beftowed  upon  it,  yields  a  different  quantity 
and  quality  of  grain  in  different  years :  but 
.  4  the 
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the  improved  methods  of  agriculture,  intro- 
duced by  an  increafed  population,  effect  a 
material  change  in  the  quantity  of  labour 
necefTary  for  the  production  of  a  proportionate 
quantity  of  corn.  In  populous  and  rich 
countries  there  is  much  more  capital,  the 
produce  of  previous  labour,  beilowed  upon 
the  growing  of  corn  than  in  lefs  populous  and 
comparatively  poor  countries  ;  and  if  a  new 
machine  mould  be  invented  in  hufbandry 
which  would  fave  as  many  hands  as  have  been 
faved  in  cotton  manufactures,  by  the  intro- 
duction of  fpinning  jennies,  its  Hidden  in- 
fluence would  operate  a  prodigious  altera- 
tion in  the  exchangeable  value  of  corn  agamfl 
other  commodities.  Corn  therefore  can  be 
a  fafe  ftandard  only  when  applied  to  one  and 
the  fame  country,  or  to  one  perfectly  like  it 
in  every  refpect,  arid  when  the  method  of 
cultivating  the  foil,  as  well  as  the  population 
and  general  wealth  of  the  country,  have  not 
experienced  any  material  changes  ($). 
\ 

(s)  Adam  Smith  appears  not  to  have  fufficiently  attended 
to  thefe  circumftances.  His  reafons  for  making  ufe  of  the 
average  prices  of  grain,  as  the  moft  accurate  meafure  of  the 
value  of  the  precious  metals  at  different  periods,  were  chiefly 
drawn  from  his  confidering  the  labour  employed  in  the  pro- 
duction of  a  commodity  as  the  only  meafure  of  value ;  and  of 
all  commodities  corn  certainly  is  the  moil  regularly  demand- 
ed, and  moll  univerfally  ufed  at  all  times,  and  in  all  places. 

2  upon 
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Upon  the  whole,  the  value  of  the  precious 
metals  remains  much  more  Heady  than  that 
of  corn  during  a  moderate  length  of  time, 
and  fince  they  have  been  employed  as  money 
almoil  all  over  the  civilized  world,  their  value 
is  alfo  more  equal  in  different  countries. 
Provided  there  be  no  revolution  in  the  pro- 
du6livenefs  of  the  mines,  or  in  the  demand 
for  the  precious  metals,  they  are  undoubtedly 
the  moil  appropriate  ftandard  of  value.  But 
wherever  great  alterations  have  taken  place  in 
their  value,  the  average  prices  of  grains  may 
be  ufed  as  fubilitutes  to  compare  the  value  of 
commodities  at  different  periods  of  time. 

Money  being  univerfally  ufed  as  a  general 
medium  of  exchange,  the  value  of  things  in 
common  life  is  determined  by  money,  and 
this  valuation  is  perfectly  correct,  as  long  as 
the  finenefs  and  the  value  of  the  money  itfelf 
remains  unchanged.  But  if  either  one  or 
the  other,  or  both  are  altered,  the  comparative 
value  of  money  at  different  periods  muft  firft 
be  afcertained  to  kno\v  the  value  of  com- 
modities in  thofe  times. 
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CHAP.  X. 
Of  Price. 

HPHE  exchangeable  value  of  a  commodity 
-**  for  which  it  may  be  procured  at  pleafure, 
expreffed  by  another  valuable  commodity, 
conflitutes  its  price.  As  the  value  of  the 
acknowledged  general  medium  of  exchange 
is  univerfally  known,  it  is  mofl  peculiarly 
adapted  to  mark  the  price  of  commodities. 
Price  may  therefore  be  defined  a  certain 
proportion  of  the  general  medium  of  exchange, 
deemed  equal  to  the  value  of  the  thing  or 
things  to  be  obtained  for  it  in  exchange ;  or 
in  other  words,  price  is  the  equivalent  of  a 
commodity  expreffed  by  the  general  medium 
of  exchange.  The.  bare  amount  of  the  pieces 
of  money,  or  of  other  things  to  be  given  for 
2-  commodity,  conflitutes  its  nominal  price  ; 
the  influence  of  the  three  producing  powers, 
labour,  land,  and  capital,  in  the  production 
of  the  commodity,  expreffed  by  the  value  in 
money  which  mufl  be  given  to  obtain  it,  con- 
ftitutes  its  real  price.. 

Advances  or  expences  neceffary  to  obtain  a 
commodity  are  called  cofls.     The  aggregate 

of 
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of  the  coils,  which  the  production  or  original 
acquiiition  of  a  commodity  required,  may  be 
denominated  its  coft price  ;  the  price  at  which 
a  commodity  may  be  purchafed  at  pleafure 
conflitutes  its  market  price.  The  coil  price 
depends  on  the  price  of  the  caufes  neceffary  to 
produce  a  commodity,  or  to  make  its  primary 
acquiiition.  Thefe  caufes  are  either  abfolutely 
necejjary,  that  is  to  fay,  fuch  as  lay  in  the 
nature  of  the  commodity  itfelf,  and  without 
which  it  could  not  have  been  originally  pro- 
duced  or  acquired  ;  or  they  are  voluntary  or 
optional,  that  is  to  fay,  fuch  caufes  as  might 
have  been  difpenfed  with  ;  or  lailly,  they  are 
accidental,  that  is  to  fay,  fuch  caufes  as  have 
their  foundation  in  certain  adventitious  addi- 
tional circumilances.  When  the  price  of  a 
commodity  is  only  the  equivalent  of  the 
abfolutely  neceffary  caufes  of  its  exiflence,  it 
is  called  its  natural  price  ;  when  it  is  a  com- 
penfation  for  optional  or  voluntary  caufes  of 
its  exiilence,  it  is  an  artificial  price ;  and 
when  it  is  a  compenfation  for  adventitious 
caufes,  an  accidental  price  (/). 

The    abfolutely  neceffary  efficient   caufes 
through  one  or  the  other  of  which,  fingly  or 

(/)  Adam  Smith  oppofes  the  natural  price  to  the  market 
price.  But  the  market  price  may  be  a  natural  one  juft  as 
well  as  the  coft  price. 

com- 
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combined,  any  commodity  is  originally  fent 
to  market,  and  without  either  one  or  the 
other  of  which  no  commodity  can  be  pro- 
duced or  acquired,  are, 

1 .  Land  or  Soil.     This  is  the  bails  of  our 
exiilence  and  of  all  our  operations.     It  fur- 
niihes  us  with  all  kinds  of  ufeful  raw  materials. 
[B.  I*  CH.  in.] 

2.  Labour.     This  is  indifpenfable  to  obtain 
food  and  other  ufeful  raw  and  manufactured 
materials,    to    provide   us    with   convenient 
dwellings,  &c.  [B.  i.  CH.  TV.] 

3.  Capital,    or  a  ilock  previoufly  accumu- 
lated to  aiford  advances,  pay  wages,  and  get 
implements,  tools,  engines,  &c.  without  which 
many  labours  could  not  be  performed  at  all. 
[B.  i.  CH.V.] 

And  as  land,  labour,  and  capital  flock 
have  a  ihare  in  the  producing  of  almofl  all 
commodities,  every  commodity  produced,  or 
its  value,  mull  be  divided  among  thofe  who 
produced  it,  in  proportion  to  the  mare  they 
had  in  its  production.  One  part  is  affigned 
to  the  land-owner,  another  to  the  labourer, 
and  a  third  to  the  capitaliil,  or  owner  of 
Hock,  and  the  portion  of  each  is  proportionate 
to  his  lhare  in  the  producing  of  the  com- 
inodity.  If  a  fingle  individual  mould  happen 
to  be  at  once  land-owner,  labourer,  and  capi- 

talift, 
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talifl,  the  whole  commodity,  or  the  whole  of 
its  value,  would  of  courfe  belong  to  him 
alone.  But  the  land-owner  may  lend  his  land 
to  the  capitalifl  or  to  the  labourer ;  the 
capitalifl  may  lend  his  capital  or  ilock  to  the 
labourer  or  to  the  land-owner  ;  and  the 
labourer  may  lend  his  labour  or  induflry  to 
one  or  both  of  them.  And  as  neither  is 
willing  to  lend  the  fource  from  which  he  may 
obtain  ufeful  things  for  nothing,  the  indi- 
vidual to  whom  it  is  lent  mull  give  in  return 
part  of  the  commodity,  which  the  ufe  of  the 
loan  helps  him  to  gain,  either  in  kind,  or  its 
value  in  any  other  acceptable  commodity. 
What  the  labourer  receives  for  the  loan  of  his 
induilry,  is  called  the  >wages  of  labour  ;  what- 
ever is  received  for  the  ufe  of  a  capital,  is 
called  profit  ofjiock  ;  and  what  is  received 
for  the  mere  permiffion  to  ufe  a  portion  of 
land  or  foil,  is  called  renL 

The  proper  employment  or  application  of 
capital  requires  diligence,  ability,  and  a 
certain  degree  of  courage  or  refolution,  the 
want  of  which  qualities,  or  of  any  of  them  in 
themfelves,  frequently  induces  owners  of 
capital  dock  to  entrufl  its  ufe  to  others.  In 
that  cafe  the  owner  of  flock  is  more  particu- 
larly called  a  capitalift,  and  the  individual 
who  employs  the  capital  is  denominated  an 
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undertaker  (entrepreneur).  The  profit  of 
flock  mufl  in  fuch  inflances  be  divided  in 
certain  proportions  between  the  capitalifl  and 
the  undertaker. 

As  the  operation  of  individual  ittterefl  is 
univerfal  in  .the  human  race,   and  no  man 
either  labours  or  lends  any  portion  of  his  foil 
or  of  his  flock  for  nothing,  no  commodities 
would  be  produced  if  the  abfolutely  necefTary 
caufes  of  their   production   were   not   com* 
penfated,  or  in  other  words,  if  thofe  who  con- 
tribute to  their  production   did  not  receive 
any  compenfation.     Confequently,  the  firfl  or 
cofl  price  of  all  ufeful  things  mufl  afford  an 
equivalent  for  the  wages  of  the  labour,  the 
profit  of  the  flock,  and  the  rent  of  the  foil 
employed  in   their   production.      Wages   of 
labour,    profit   of   flock,    and   rent   are   the 
elements  in  which  the  original  value  of  all 
commodities    may   ultimately    be    refolved; 
they  are  the  elements  of  the   cofl  price  of 
every  ufeful  thing.     It  is  true  that  every  cofl 
price  does  not  comprize  all  the  three  elements 
together,  becaufe  it  is  not  every  thing  that 
requires  the  co-operation  of  the  three  efficient 
caufes  towards  its  production :  but  the  prime 
or  cofl  price  of  no  commodity  whatever  can 
be  compofed  of  any  other  elements.     When 
a  commodity  ceafes  to  obtain  its  cofl  price, 

it 
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it  ceafes  to  be  produced ;  and  whether  the 
price  of  the  elements  or  caufes  of  the  com- 
modity be  natural  or  artificial,  it  muft  always 
be  fully  replaced  if  the  commodity  is  to  be 
farther  produced  or  brought  to  market.  In 
fhort  the  price  of  every  thing  is  regulated  by 
the  price  of  the  elements  of  which  it  is 
compofed. 

But  the  price  of  thefe  elements  is  fluctuat- 
ing, and  before  we  inveiligate  the  caufes  of  this 
fluctuation  in  the  coil  price,  it  is  neceffary  to 
inquire  into  the  circumilances  which  regulate 
the  market  price,  and  to  mow  wherein  it 
deviates  from  the  coil  price. 

The  chief  inducement  to  produce  any  com- 
modity, or  to  accumulate  a  flock,  is  the 
certainty  or  probability  that  either  will  be 
wanted,  and  of  courfe  meet  with  purchafers. 
But  to  become  purchafers,  people  muft  not 
only  want  the  commodity  or  defire  to  be 
poffefTed  of  it ;  they  muft  alfo  have  wealth 
enough,  or  a  furplus  of  commodities  to  give 
in  exchange.  The  defire  to  be  poffeffed  of 
a  thing,  combined  with  the  means  of  acquiring 
it,  is  called  the  demand.  The  demand  for  a 
commodity  is  the  firft  caufe  why  it  is  pro- 
duced, or  a  flock  of  it  provided ;  thofe  who 
wifh  for  it  mufl  offer  to  give  at  leafl  the  whole 
cofl  price  for  the  commodity.  As  foon  as 
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this  is  the  cafe,  many  individuals  are  ready 
to  fatisfy  that  demand,  or  in  other  words  the 
commodity  is  produced  in  abundance,  and 
the  owners  of  the  article  in  demand  look  out 
for  buyers.  The  feeking  after  purchafer* 
is  called  the  offer  for  Jale. 

If  the  offer  for  fale  and  the  demand  could 
be  conflantly  maintained  in  fuch  a  proportion, 
that  the  offer  of  the  fellers  exceed  not  the 
demand  of  the  buyers,  nor  the  demand  the 
offer  for  fale,  commodities:  would  always  be 
fold  and  bought  at  their  prime  or  coft  price. 
But  as  the  demands  and  offers  for  fale  fre- 
quently lofe  their  proportions  to  each  other, 
it  often  happens  that  either  more  or  lefs  than 
the  coil  price  is  paid  for  a  commodity. 

A  place  elpecially  devoted  to  the  bulinefs 
of  felling  and  buying,  is  called  a  market,  and 
the  price  at  which  goods  may  there  be  bought 
and  fold  in  great  quantities,  is  called  the 
market-price.  It  is,  however,  only  thofe 
commodities  which  are  in  general  requeft 
that  are  brought  to  market,  and  have  a, 
market  price.  Such  as  are  produced  merely 
for  a  few  amateurs,  and  dilpofed  of  among 
them,  obtain  no  regular  market  price  ;  they 
generally  form  a  very  infignificant  part  of  the 
commodities  of  a  country. 

The 
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The  fellers  who  bring  their  goods  to  market, 
rarely  know  before-hand  how  great  the 
demand  for  them  will  be.  Hence  many 
more  commodities  of  a  certain  kind  may  be 
offered  for  fale  than  are  fought  for,  or  many 
more  commodities  may  be  fought  for  than 
are  in  the  market.  Yet  as  the  exertion  to 
preferve  and  to  increafe  wealth  is  pretty 
univerfal,  buyers  and  fellers  are  equally 
anxious  to  profit  by  the  circumilances  mofl 
favourable  to  their  views.  The  vender  endea- 
vours to  difpofe  of  his  goods  at  the  highefl 
poffible  price,  the  purchafer  to  obtain  them 
at  the  loweil  poffible  price.  A  fort  of  ilruggle 
invariably  takes  place  between  the  buyers  and 
fellers  before  they  agree.  The  latter  iludy 
to  raife  the  price,  and  wifh  to  get  as  much  as 
poffible  for  their  commodities ;  the  former 
endeavour  to  lower  it,  and  ftrive  to  give  as 
little  as  poffible  for  the  commodities  they  are 
defirous  of  acquiring.  By  means  of  this 
ftruggle  a  price  is  at  laft  fixed,  at  which  the 
venders  are  glad  to  fell,  and  which  the  pur- 
chafers  are  willing  to  give;  at  which  the 
commodity,  in  fhort,  may  be  obtained  at  plea- 
fure.  This  is  the  market  price.  The  agreeing 
about  the  price  is  influenced  by  the  need  in 
which  the  parties  (land  to  buy  or  to  fell.  It 
is  want  that  impells  alike  the  venders  to  fell, 
G  2  and 
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and  the  buyers  to  purchafe.  He  whofe  want 
is  the  moft  preffing,  or  whofe  defire  is  the 
ftrongeft,  is  obliged  to  yield.  If  there  be 
more  goods  fought  for  than  are  offered  for 
die,  the  venders  demand  more  than  what 
they  would  elfe  have  been  fatisfied  with,  and 
thofe  who  want  the  goods  muft  refolve  to 
give  more  for  them  than  they  would  have 
done  under  different  circumftances.  In  this 
cafe  the  market  price  will  moll  likely  exceed 
the  prime  or  coil  price.  If  lefs  goods  are 
fought  for  than  are  offered  for  fale,  the  buyers 
heiitate  in  making  their  purchafes,  their  delays 
exhauft  the  patience  of  the  fellers,  and  if  the 
latter  cannot  do  any  longer  without  the 
equivalent  of  their  commodity,  or  if  they 
cannot  keep  their  goods  any  longer  on  their 
hands,  they  muft  refolve  to  difpofe  of  them 
for  what  the  purchafers  offer  to  give.  In  that 
cafe  the  market  price  is  likely  to  fall  below 
the  coft  price.  But  if  the  demand  be  equal 
to  the  offer  for  fale,  if  every  commodity  in 
the  market  readily  meets  with  a  purchafer, 
and  every  commodity  in  requeil  with  a  ven- 
der, the  market  price  is  likely  to  be  the  fame 
with  the  coft  price.  It  is  indeed  impoffible  for 
the  vender  to  fell  his  commodity  for  lefs  than 
what  it  really  cofts  him,  and  what  he  muft 
gain  upon  it  to  be  enabled  to  continue  his 
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bufinefs,  that  is  to  fay,  he  cannot  fell  under 
the  coft  price.  The  purchafers  muft  abfo- 
lutely  give  as  much,  if  the  commodity  be 
farther  to  be  brought  to  market.  It  is  on  this 
account  that  the  coft  price  always  regulates 
the  market  price.  As  long  as  buying  and 
felling  is  unfhackled,  the  market  price  cannot 
be  below  the  cofl  price  for  any  great  length 
of  time.  If  the  market  price  of  a  commodity 
continues  lorig  below  the  coft  price,  the 
caufes  which  produced  that  commodity  ceafe 
to  operate,  and  its  quantity  continues  de- 
creaiing,  until  the  purchafers  are  again  willing 
to  replace  the  expences  of  its  production, 
and  to  encourage  the  venders  by  the  allowance 
of  a  profit.  On  the  contrary,  when  the 
market  price  rifes  fuperior  to  the  coft  price, 
and  remains  long  in  that  ftate,  it  affords  a 
great  inducement  to  multiply  or  to  increafe 
the  ftock  of  the  commodity,  until  the  price 
finks  fo  low  that  it  holds  out  no  encourage- 
ment to  procure  or  to  grow  the  article. 
When  one  pur  chafer  is  anxious  to  buy  before 
the  other,  and  one  vender  endeavours  to  be 
before-hand  with  another  in  difpofing  of  his 
goods,  there  is  what  is  called  a  competition. 
When  it  takes  place  among  the  buyers,  it  is 
the  competition  of  the  demand,  when  among 
the  fellers,  the  competition -of  'the  offer *s  for  J ale. 
G  3  The 
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The  former  tends  to  raife,  the  latter  to 
cleprefs  the  price ;  for  if  there  be  any  anxiety 
manifefled  among  the  fellers  to  difpofe  of  their 
goods,  the  buyers  are  flow  in  their  purchafes, 
the  offers  for  fale  exceed  the  demand,  and 
the  price  falls :  but  if  there  be  a  competition 
among  the  buyers,  fellers  keep  their  goods 
out  of  the  market  to  obtain  ftill  higher  prices, 
the  commodity  in  the  market  is  leffened  in 
quantity,  and  its  price  gets  up. 

It  ought,  however,  to  be  remembered, 
that  it  is  not  the  whole  flock  of  a  commodity, 
but  only  that  part  which  is  actually  offered 
for  fale  that  influences  the  price.  Whenever 
the  whole  flock  is  in  the  hands  of  one  or  a 
few  individuals,  they  may  eafily  fuit  the  actual 
offer  for  fale  to  the  demand.  By  bringing 
no  more  goods  to  market  than  are  fought  for, 
and  preventing  the  competition  of  offers  for 
fale,  they  have  it  in  their  power  to  exact  high 
prices.  The  greater  the  number  of  fellers, 
or  the  greater  the  proportion  of  thofe  who 
offer  their  flocks  for  fale,  the  more  is  any 
combination  among  them  to  keep  back  with 
their  goods  rendered  difficult.  A  confiderable 
number  of  fellers  caufes  a  brifk  competition 
of  offers  for  fale,  and  it  is  that  which  lowers 
the  price.  Upon  the  fame  principles,  it  is 
not  the  really  exifling  want  of  a  commodity, 
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but  Only  the  actual  demand  for  it  which  in- 
fluences its  price.     One  or  a  few  purchafers 
may  moderate  their  demand,  and  reftricl;  it 
fo  that  it  does  not  exceed  the  quantity  of 
goods  offered  for  fale.     The  want  of  competi- 
tion among  the  buyers  tends   of  courfe  to 
lower,   and  an  increafed  demand  to  raife  the 
price,     But  the  demand  is  often  increafed  by 
an  increafed  number  of  purchafers,  though 
the  actual  want  of  the  article  be  not  greater 
than  it  was  before.     As  the  poflibility  of  a 
combination  diminifhes,  in  proportion  to  the 
number    of   the    parties    concerned,    many 
buyers  mufl  caufe  a  greater  demand  than  one 
or  a  few.     It  is  therefore  an  acknowledged 
axiom  in  political  economy,  that  an  increafe  in 
the  competition  of  the  demand,  that  is  to  fay, 
in   the  number  of  buyers,   tends  to   raife ; 
its  diminution,  to  lower  the  price  of  a  com- 
modity ;  and  that  an  increafe  in  the  compe- 
tition   of  the  offers  for  fale,  that  is   to  fay, 
in  the  number  of  fellers,  tends  to  lower ;  its 
diminution,  to  raife  the  price  of  a  commodity, 
But  befides  this  competition    of  demand 
and  offers  for  fale?  the  price  of  goods  is  alfo 
influenced  by  the  quantity  and  quality  of  the 
commodities,  even  when  they  are  locked  up 
in  one  or  a  few  hands.      Every  flock  of  com- 
modities is  provided  in  the  hope  that  there 
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will  be  buyers  willing  to  pay  the  ufual  coft 
price.     This  expectation  however  is  fome- 
times    difappointed.       Competitors    flarting 
unawares  with  the  fame  article,  the  flock  on 
hand  may  greatly  exceed  the   demand,   or 
unforefeen   adventitious   circumflances   may 
caufe  the  number  of  buyers  to  be  materially 
different  from  that  which  had  been  reckoned 
upon.     And  as  the  flock  on  hand  cannot  be 
immediately  increafed,  or  diminifhed,  agree- 
ably to  fuch  cafualties,  the  aclual  abundance 
er  fcarcity  of  goods  relatively  to  the  demand, 
muft  always  have  a  great  influence  on  the 
fluctuation  of  the  price  of  commodities.     The 
increafe  of  fome  of  them  depends  moreover 
on  chance,  or  on  fuch  caufes  over  which  man 
has  no  controul,  whilfl  the  increafe  of  others 
refls  in  a  great  degree  and  almofl  entirely  on 
the  will  of  man.     If  chance  be  more  favour- 
able to  one  feller  than  to  the  other,  the  lefs 
favoured   one  is  yet  obliged  to  fell  at  the 
fame  price  with  the  fortunate  one,  and  pro- 
bably under  prime   coft.      Neither  can  the 
growers  of  a  commodity  in  which  chance  has 
any  mare,  adapt  the  quantity  to  be  produced 
to  the  probable  demand.      The  market  price 
of  fuch  articles,    may  more  frequently   and 
for  a  longer  period  of  time  deviate  from  the 
coft  price,  than  the  market  price  of  fuch,  of 
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which  the  quantity  is  determined  by  man's 
free  wiU.  The  quality  of  fome  goods,  or  their 
perifhable  nature,  enforces  alfo  a  quicker  fale 
than  that  of  others. 

Yet  the  coft  price  is  the  conflant  regulator 
of  the  production  of  goods,  it  is  the  price  of 
the  caufes  of  the  origin  of  commodities.  Its 
component  parts  mufl  therefore  be  more 
fully  developed,  to  obtain  a  complete  view 
of  the  doctrine  of  price  ;  and  as  wages  of 
labour,  profit  of  Hock,  and  rent  are  the  ele- 
ments of  the  coft  price,  we  muft  inveftigate 
the  principles  of  wages  of  labour,  profit ,  of 
flock,  and  rent. 
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CHAP.    XL 

Of  Wages  of  Labour. 

WAGES  of  labour  are  that  number  or 
quantity  of  ufeful  things  or  commo- 
dities which  an  individual  receives  for  his 
work,  or  for  the  fake  of  his  labour.  When 
this  labour  confifts  in  honourable,  perfonal 
fervices,  in  the  performance  of  which  much 
is  expecled  from  the  ambition,  attachment 
and  virtue  of  the  labourer,  its  reward  is  called 
a  pay,  a  falary,  a  fee  (un  honoraire).  With 
refpe6l  to  common  labour  it  is  fimply  called 
wages.  Wages  of  labour  in  general  may  be 
defined  the  equivalent  which  an  individual 
receives  for  any  kind  of  labour.  Common 
labour  is  that  which  requires  only  ordinary, 
eafily  acquired  powers  and  abilities,  and  the 
performance  of  which  demands  no  previous 
preparation.  Skilled  labour  is  that  which 
eannot  be  performed  without  fome  time 
having  been  devoted  to  the  learning  of  it, 
or  which  requires  extraordinary  talents. 

Common  labour  is  moil  wanted  and  moft 
eafily  procured.  Its  price  is  the  reward  of 
labour  only ;  in  the  price  of  {killed  labour 
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fomething  elfe  befides  labour  is  compenfated, 
as  will  be  feen  hereafter.  We  ihall  firil 
inveftigate  the  principles  which  regulate  the 
wages  of  common  labour  paid  from  day  to 
day,  or  from  week  to  week. 

No  labour,  even  the  moil  ordinary,  can  be 
performed  for  any  continuance  of  time  with- 
out  a  fupply  of  the  neceflaries  of  life,  and  it 
is  not  the  labourer  alone  but  his  family  alfo 
that  muft  be  maintained.    The  daily  wages  of  a 
common  labourer  muft  be   fomething  more 
than  what  he  may  want  every  day  for  his 
own  fcanty   confumption.      He   muft    have 
fomething  left  for  his  intervals  of  reft,  and  as 
nature  prompts  him  to  marry  and  to  beget 
children,    he    muft  alfo  have  wherewith   to 
provide  a   part  of  what  his  wife,  and  the 
whole  of  what  his  young   children,  require 
for  their  fupport.     This  is  the  minimum  or 
the  loweft  price  which  muft  be  given  for  the 
moft  common  day  labour.     But  as  man  is 
threatened  with  many  dangers  from  ficknefs 
and  other  accidents  which  render  laborious 
exertions    impoffible,  the  wages    of  labour 
mould  enable  the  labourer  to  be  prepared  for 
thefe  misfortunes,  by  faving  fufficiently  out 
of  them,  that  in  cafes  of  unavoidable  inter- 
ruptions to    his  work  he  might    ftill  have 
fomething  to  live  upon. 

To 
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To  be  able  to  fatisfy  the  cravings  of 
hunger  and  thirft,  and  to  procure  raiments 
and  a  ihelter  againfl  the  inclemencies  of 
weather,  are  not  the  only  objects  which  attach 
man  to  life  and  induce  him  to  labour.  The 
labourer  ought  alfo  to  be  made  contented 
with  his  lot,  and  this  cannot  be  effected 
without  affording  him  periodical  relief  from 
his  exertions  and  pofitive  enjoyments  to 
recruit  his  flrength.  He  ought  to  be  paid  at 
fuch  a  rate  that  thefe  indifpenfable  wants  of 
human  nature  may  be  fupplied,  and  that  he 
may  indulge  in  thofe  tranquil  meditations 
which  favour  alike  the  development  of  his 
mental  faculties  and  the  improvement  of  his 
feelings,  and  help  him  to  fulfil  his  moral 
deflination.  The  natural  price  of  a  common 
day's  labour  mould  be  a  fum  of  money  fuf- 
ficient  to  remove  the  wants,  the  fupply  of 
which  is  abfolutely  required  to  fupport  and  to 
invigorate  the  ilrength  of  the  labourer,  and  to 
enable  him  to  accompliih  the  higher  purpofes 
of  his  exiflence. 

It  frequently  happens  however  that  men 
condefcend  to  labour  for  much  lefs,  or  that 
thofe  who  are  in  want  of  labourers  are 
obliged  to  pay  more  ;  or  in  other  words,  the 
market  price  of  a  common  day's  labour  is 
fometimes  below  and  fometimes  above  the 

natural 
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natural  price  of  labour.  To  inquire  into  the 
circumflances  on  which  this  rife  and  fall 
depends  is  of  material  importance,  becaufe 
the  market  price  of  common  labour  regulates 
one  of  the  elements  of  the  coil  price  of  every 
commodity. 

The  market  price  of  the  wages  of  labour, 
like  that  of  any  other  article,  is  regulated  by 
the  proportion  of  the  demand  to  the  offer. 
The  demand  for  labour  depends  more  par- 
ticularly on  the  quantity  of  previoufly  ac- 
cumulated flocks,  which  are  feeking  for 
employment,  and  on  the  wealth  of  the  nation 
in  general.  When  the  clafs  of  labourers  is 
not  fufficiently  numerous  to  anfwer  the  de- 
mand for  labourers,  the  wages  of  labour  rife  ; 
when  more  labour  is  offered  to  be  performed 
than  there  are  capitals  ready  to  be  employed 
in  labour,  the  wages  of  labour  fink. 

In  every  country  there  is  an  average 
price  of  common  labour,  which  remains  un- 
changed as  long  as  the  clafs  of  labourers  is 
not  fenfibly  altered  in  its  proportion  to  the 
capitals  which  feek  for  employment.  Where- 
ever  this  proportion  is  .advantageous  to 
the  labourers,  their  wages  are  high ;  where 
the  proportion  is  unfavourable,  their  wages 
are  low.  They  reach  their  highefl  price 
when,  fuppofing  the  labour  to  be  applied  to 
the  cultivation  of  the  foil,  they  fwallow  the 

whole 
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whole  rent  and  leave  only  a  very  fmall  profit 
of  flock.  Higher  than  this  they  cannot  rife, 
for  the  capitalifl  mufl  have  fomething  for 
lending  or  employing  his  capital.  If  the 
labourer  required  the  whole  profit  of  flock, 
the  capitalifl  would  neither  lend  nor  employ 
his  capital.  But  the  wages  of  labour  may 
fwallow  the  rent  for  a  time.  If  the  owner  of 
flock  is  alfo  a  land-owner  at  the  fame  time, 
and  his  foil  produces  nothing  of  value  with- 
out labour,  he  may  be  induced  to  employ  his 
capital  upon  his  land  to  obtain  at  leafl  a  pro- 
fit of  flock  whilfl  he  makes  the  facrifice  of 
his  rent.  Yet  the  wages  of  labour  cannot 
maintain  themfelves  long  at  this  high  price. 
It  foon  calls  forth  a  number  of  additional 
labourers  either  from  other  countries  or  from 
the  increafed  families  of  the  labouring  clafTes ; 
the  offer  to  labour  augments  and  the  price  of 
labour  finks  of  courfe. 

When  the  wealth  of  a  nation  or  of  the  pur- 
chafers  of  the  produce  of  labour  is  great, 
the  wages  of  labour  keep  along  with  the  other 
elements  of  price  above  the  natural  cofl  price 
as  long  as  the  demand  for  labourers  exceeds 
the  offers  to  labour.  But  when  the  labouring 
clafs  increafes,  without  the  capital  with  which 
they  are  paid  increafing  in  the  fame  propor- 
tion, labourers  are  obliged  to  fubmit  to  lower 
wages.  This  is  the  only  way  in  which  more 
3  labourers. 
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labourers  can  be  paid  for  with  the  fame  capi- 
tal. In  that  cafe  the  price  of  labour  approx- 
imates its  natural  price.  And  when  the 
labouring  claffes  are  continually  increaling 
beyond  the  proportion  of  the  demand  for 
labour,  or  when  the  capitals  are  inceffantly 
decreafing,  the  wages  of  labour  muft  continue 
finking  until  they  reach  their  minimum. 
But  they  cannot  get  lower  without  fowing 
by  their  very  fall  the  feeds  of  a  frefh  rife  ; 
their  fmallnefs  has  a  definitive  influence  on 
the  labouring  clafs,  and  by  thinning  their 
ranks  effects  a  better  proportion  between 
the  demand  for,  and  the  offer  of  labour, 
which  tends  to  raife  its  price. 

In  general,  however,  the  decreafe  of  capital 
has  a  more  powerful  influence  in  the  reduction 
of  the  wages  of  labour  than  the  increafe  of 
the  labouring  clafs.  The  diminution  of  capi- 
tal reduces  the  fum  total  of  the  labourers' 
wages,  whilft  the  augmentation  in  the 
number  of  working  hands  effects  alfo  a  larger 
produce,  out  of  which  more  labour  can  be 
paid. 

In  a  free  country  labour  keeps  more  gene- 
rally at  its  natural  price ;  there  the  numbers 
of  labourers  receive  a  rapid  addition  when 
their  wages  happen  to  be  above  that  price, 
and  they  readily  diminilh,  or  foon  produce  a 

larger 
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larger  furplus  of  commodities.    But  the  natu- 
ral price  of  labour  differs  in  different  coun- 
tries.    Objects  of  convenience  and  comfort 
are  fooner  ranked  among  the  neceffaries  of 
life  in  rich  than  in  poor  countries,  and  the 
fcale  of  wants  is  confequently  larger  in  the 
former  than   in  the   latter.     Where   flavery 
prevails  the  quantum  of  wages  refls  with  the 
mailers,  and  is  regulated  by  their  profits  only. 
VaiTalage,  bondage    and  other  remnants  of 
feodality  are  but  inferior  degrees  of  flavery ; 
they  tend  to  bring  the  wages  of  labour  down 
to  their  minimum.     But  to  improve  dexterity 
and  flimulate  diligence  coercive  meafures  are 
of  no  avail ;  the  produce  of  fuch  unwilling  la- 
bourers is  generally  inferior  both  in  quantity 
and  quality  to  that  of  free  labourers  (u).     In 
feveral  inflances  the  work  of  a  flave  is  the 
mofl  expenfive  without  being  of  greater  be- 
nefit to  its  performer.     Yet,  when  quantity 
is  the  principal  object,  feverity  may  fometime&f 
enforce  more  labour  from  the  bondfman  than 
from  the  free  labourer ;  this  is  the  only  cafe 
in  which  a  greater  profit  may  be  derived  from 

(w)  Mr.  Colebrook,  (/*»  his  remarks  on  the  hujbandry  and 
internal  commerce  of  Bengal,  London  1 806,)  contrails  the 
cheapnefs  of  the  culture  of  the  fugar-cane  in  Bengal  with 
the  extravagant  price  at  which  it  is  raifed  in  the  Weft  Indies ; 
the  voluntary  labours  of  free  cultivators  with  the  blood- 
ftained  toils  of  reluctant  flaves. 

the 
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the  labour  of  Haves  under  the  fuperintend- 
ance  of  an  unfeeling  talk  mailer.  Even  free 
individuals,  who  derive  a  partial  fupport  from 
other  fourceS,  often  perform  their  work  under 
the  minimum  of  wrages  of.  labour,  as  women 
and  children,  but  it  is  only  becaufe  the  huf- 
band  or  father  gains  part  of  their  maintenance. 

In  general  labour  is  beil  paid  where  it 
produces  moft.  Its  increafed  produce  acce- 
lerates the  accumulation  of  capital,  and  tends 
to  raife  its  price,  provided  the  demand  be  not 
diminiflied  at  the  fame  time*  Hence  labourers 
and  their  employers  are  alike  interefled  in 
multiplying  the  produce  of  labour ;  as  this  is 
moft  effectually  accompliflied  by  diligence, 
which  in  its  turn  is  powerfully  excited  by 
additional  rewards,  thofe  who  labour  are  not 
lefs  benefited  by  their  increafed  exertions 
than  thofe  who  grant  them  increafed  wages. 

But  produce  is  ftilT  more  increafed  by  the 
introduction  of  machinery  and  a  fkilful  fubdi- 
viiion  of  labour,  (B.  i.  CH.  iv.)  which  may 
fometimes  prove  rather  difadvantageous  to 
the  labourers.  If  the  demand  for  the  produce 
is  not  augmented  whilft  a  fmalier  number  of 
hands  fuffices  for  its  increafed  production, 
thofe  who  are  obliged  to  feek  for  freih  employ- 
ment, increafe  the  competition  of  labourers, 
which  keeps  their  wages  down.  In  a  rich 

H  country 
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country  this  effect  is  however  fcarcely  ever 
felt;  new  occupations  are  foon  found,  and 
the  apparent  inconvenience  of  a  moment  is 
counterbalanced  by  the  fuperior  permanent 
advantage  which  accrues  to  the  majority  of 
the  nation  from  an  increafed  produce,  which 
procures  to  a  number  of  individuals  enjoy- 
ments that  were  out  of  their  reach,  before  the 
abridged  procefs  of  mechanical  inventions 
lowered  their  price.  It  is  befides  very  rare 
that  engines  are  fuddenly  introduced,  or 
labour  fubdivided  and  abridged  at  once,  fo  as 
to  leave  the  labourers,  who  are  thrown  out  of 
employment,  unprepared  for  the  change  ;  and 
at  all  times,  and  in  all  places,  machinery  and 
abridged  labour  correct  the  temporary  evils 
which  they  inflict,  by  increafing  the  wealth 
of  the  nation,  and  augmenting  the  power 
of  its  members  to  pay  for  additional  labour. 
Common  labour,  for  which  there  is  in 
every  country  a  fort  of  market  price,  COR- 
ilitutes,  as  it  wrere,  the  flandard  by  which 
the  wages  of  other  labours  are  meafured. 
Even  the  moil  ordinary  labourer  is  obliged 
to  conflune  a  certain  flock  of  commodities 
before  he  learns  to  earn  his  bread.  His 
wages,  befides  providing  for  his  maintenance, 
muft  replace  by  degrees  the  fmall  capital  fpent 
upon  his  education,  and  enable  him  to  bring 

up 
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up  his  children  in  his  turn,  in  order  to  pre- 
vent the  extinction  of  the  labouring   clafs. 
Whenever  an  individual  is  under  the  neceflity 
of  devoting  more  time  to  the  acquifi tion  of  the 
abilities  or  knowledge  neceflary  for  the  exer- 
cife  of  his  art  or  fcience,  and  of  employing  a 
larger  capital  in  his  education,  an  adequate 
indemnity  muft  be  provided  for  him  in  his 
wages  of  labour.     He  may  be  compared  to  a 
foil,  on  which  great  fums  have  been  expended, 
in  order  that  its  increafed  fertility  might  yield 
a  higher  rent.     Liberal   wages,  fufficient  not 
only  to  replace  the  advances  of  an  expeniive 
education,  but  alfo  to  enable  the  labourer  to 
indulge  in   a   comfortable  way  of  life,   are 
the  principal  inducement  to  the  learning  of 
Ikilled  labour ;  they  are  the  confequence  of 
increafed  national  wealth.     In  a  rich  nation 
many  individuals  are  able  and  willing  to  pay 
the  real  cofl  price  of  fuch  ikilled  labour.    The 
greater  the  wealth  of  a  country,  the  larger  is 
the  quantity  of  fkilled  labour  that  may  look 
for  its  reward ;   and  thofe  who  excel  in  arts 
and  fciences,  which  require  uncommon  ta- 
lents,  are  paid  the   higher,  the   larger  the 
number  of  opulent  individuals  anxious  to  po£ 
fefs  their  performances,  and  the  fmaller  the 
number  of  thofe  who  are  able  to  fupply  them 
to  their  fatisfaclion.     There  is  however   no 
H  2  market 
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market  price  for  the  works  produced  by  fuch 
rare  talents,  becaufe  their  exertion  is  not  op- 
tional and  the  demand  for  their  performances 
is  not  regular* 

Independent  of  the  advances  neceflary  to 
learn  any  particular  kind  of  labour,  the  wages 
of  labour  are  alfo  influenced  by  every  circum- 
ftance   which    encourages    or    repreffes    the 
eagernefs  to  learn,  and  limits  or  extends  the 
number  of  thofe  who  perform  that  labour. 
Hence  dangerous,  difficult,  difagreeable,  dirty 
and  degrading  occupations  are  generally  bet- 
ter paid  than  fafe,  eafy,  agreeable,  clean  and 
honourable  employments  ;  periodical  and  foli* 
tary  labours,   better  than   thofe   which   are 
performed  in  company  and  from  one  end  of 
the  year  to  the  other  ^  labours,  the  fuccefs  of 
which  is  uncertain,  better  than  thofe  the  fuc- 
cefs of  which  is  not  expofed  to  any  failure ; 
works,  in  the  performers  of  which  great  truft 
muil  be  repofed,  better  than  thofe  in  the  per- 
formers of  which  little  truil  is  placed ;  fuch 
as  require  uncommon  talents  and  rare  quali- 
ties, better  than  thofe  for   which   ordinary 
capacities  and  common  qualifications  are  fuf- 
ficient;  and  fuch,  laftry,  the  performers  of 
which  are  limited  in  point  of  numbers  by 
police  regulations,  better  than  thofe  which 
are  under  no  reilraint.     But  any  occupation 

that 
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that  has  been  fleadily  and  excluiively  followed 
for  ascertain  length  of  time  by  the  fame  indi- 
viduals, and  left  to  its  natural  progrefs,  never 
fails  to  come  to  the  level  of  its  natural  coft 
price. 


CHAP. 
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CHAP.  XII. 

Of  the  Profit  of  Stock. 

CAPITALS,  when  they  are  not  fuffered  to 
^^  lay  unemployed,  which  is  an  uncommon 
occurrence,  are  either  confumed  or  employed 
with  the  view  to  gain  by  their  employ- 
ment. In  this  latter  cafe  the  capital  is  either 
lent  to  another  individual,  who  coniumes  it 
and  reftores  it  to  the  owner  out  of  another 
fource  with  profit ;  or  the  capitaliil  employs 
his  flock  in  the  payment  of  fuch  labour  as 
produces  more  than  the  value  of  his  capital. 
The  firfl  of  thefe  two  ways  of  employing 
capital,  though  it  may  be  beneficial  to  the 
capitaliil,  produces  no  advantage  to  the  coun- 
try, and  is  not  fufceptible  of  any  extenlive 
application.  The  fecond  is  the  moil  general 
and  that  which  yields  the  moil  regular  and 
higheil  profits.  Whatever  is  produced  by 
means  of  a  capital  above  its  value  is  called 
profit  ofjloch. 

A  capital  may  be  confidered  as  a  machine, 
through  the  proper  ufe  of  which  fomething 
is  to  be  gained.  The  capitalift  himfelf  is  the 
owner  of  the  machine,  he  who  ufes  it  for  the 

purpofe 
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purpofe  of  producing  fomething  ufeful  with 
it,  is  called  an  undertaker  (entrepreneur}. 
The  former  has  nothing  to  do  but  to  lend  it, 
to  permit  its  being  ufed  ;  the  latter  regulates 
its  operations  and  difpofes  of  its  produce. 
When  the  functions 'of  capitalifl,  undertaker 
and  labourer  centre  in  the  fame  perfon,  the 
whole  produce  of  his  flock  and  labour  belongs 
of  courfe  to  that  individual :  but  in  extenfive 
undertakings  they  are  generally  different 
perfons.  In  either  cafe  we  muil  diflinguifh 
the  ihares  of  profit  which  are  enjoyed  by  the 
capitalifl,  the  undertaker,  and  the  labourers 
in  their  refpeclive  capacities. 

The  labourers,  to  whom  the  capital  has  been 
paid  as  wages,  return  a  greater  value  for  it, 
and  it  is  the  furplus  of  this  value  above  the 
capital  which  conflitutes  the  profit  of  flock. 
The  capital  of  courfe  is  reflored  to  the  capi- 
talifl:  but  the  profit  or  furplus  is  fliared  be- 
tween him  and  the  undertaker.  The  capitalifl 
would  not  lend  his  flock  if  he  were  to  derive 
no  advantage  from  it,  and  the  undertaker 
would  not  undergo  the  trouble  of  directing 
and  fuperintending  the  application  of  the 
capital,  if  he  were  not  to  reap  any  benefit 
from  his  exertions.  What  the  capitalifl  re- 
ceives for  the  mere  act  of  lending  or  for 
the  loan  of  his  capital,  is  called  inter ejl ; 
what  the  undertaker  gets  for  the  manage* 

H  4  ment 
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ment  of  the  undertaking  or  enterprize  in 
which  he  employs  the  capital,  is  called  profit 
of  the  undertaker.  The  whole  profit  of  Hock 
mull  therefore  exceed  the  ufual  rate  of  inte- 
reft  wrhen  the  capitalift  and  the  undertaker 
are  different  individuals/ 

To  know  the  principles  which  determine 
the  rate  of  inter  eft,  we  muft  begin  by  fup~ 
poling  that  there  is  complete  fecurity  that 
the  capital  will  be  repaid.  If  the  capitalift 
runs  any  hazard  in  lending  his  flock  he  gets 
paid  for  his  rifk ;  he  a6ls  the  part  of  an 
undertaker,  and  receives,  along  with  the 
intereft,  a  premium  for  his  rifk.  That  capi- 
tals may  be  amafTed  with,  the  view  to  lend 
them  out  upon  intereft,  it  is  necerTary  th,at 
the  intereft  mould  be  fo  co^fiderable  as  tp 
render  the  accumulating  and  lending  of  capi- 
tal beneficial  to  the  owners.  The  profpec~l 
of  enjoying  this  intereft  or  benefit  may  be 
called  the  produ6lion-price  of  capitals,  or 
more  diftinetly,  the  price  or  advantage  for  the 
fake  of  which  capitals  are  accumulated  with 
the  view  to  lend  them  out.  This  price  OF 
intereft  muft  be  higher  when  the  capitals  accu- 
inulated  are  fmall  or  few,  and  lower  when 
the  capitals  amaffed  by  fingle  individuals  are 
large  or  numerous.  Were  the  intereft  too 
low,  it  would  amount  to  a  very  trifling  confi- 
deration  upon  fmall  capitals,  and  offer  np 

incentive 
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incentive  to  lend  them  out;  the  larger  the 
capital  that  is  accumulated  in  one  hand,  the 
more  confiderable  is  the  benefit  derived  from 
it  even  at  a  low  rate  of  intereft.  In  a  country 
therefore  where  capitals  are  fcarce,  the  natu- 
ral price  of  interefl  will  be  high  ;  where  many 
and  large  capitals  have  been  amaffed,  a  low 
rate  of  interefl  will  be  fufficient  to  promote 
the  lending  and  accumulating  of  capitals. 

The  market  price  of  interefl  is  called  the 
rate  of  intereJL     Like  the  market  price  of 
every  other  commodity,  it  is  regulated  by  the 
proportion  of  the  demand  to  the  offer.     The 
greater  the   demand  for   capitals   compared 
with  the  offers  of  capitals,  the  higher  will  the 
rate  of  interefl  rife ;  the  more  the  offer  of 
capitals  exceeds  the  demand,  the  lower  wiU 
the  rate  of  interefl  fink.    Whatever  increafes 
the  capitals  and  the  means  of  lending  them 
with  fafety,  tends  to  fink ;   whatever  dimi- 
nifhes    the   capitals    and   the    fecurity  with 
which  they  may  be  lent  out,  to  raife  the  rate 
of  interefl.     The  proportion  between  the  de^ 
jnand  for  and  the  offer  of  capitals  may  be 
altered  in  a  twofold  way.    Either  the  demand 
increafes,  and  the  offer  remains  flationary  or 
does  not  increafe  in  the  fame  proportion,  in 
that  cafe  the  rate  of  interefl  gets  up ;  or  the 
offers  of  capitals  are  more  numerous  and  the 
Demand  continues  flationary  or  is  not  increafe^ 
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in  the  fame  proportion,  in  that  cafe  the  rate 
of  inter  eft  falls.  And,  fhould  the  offers  dimi- 
nifh  whilfl  the  demand  increafes,  the  intereft 
mult  rife  fo  much  higher,  juft  as  it  links  fo 
much  lower  when  the  demand  diminifhes 
whilil  the  offers  increafe. 

In  a  country  that  only  begins  to  be  peopled 
and  where  trade  is  perfectly  free,  the  demand 
for  capitals  becomes  brifk  as  foon  as  there 
is  a  ready  market  for  its  produce ;  the  rate  of 
intereft  of  courfe  is  high.     But  in  a  country 
that    has    exhaufted    almoft    all    the    ufual 
branches  of  induftry,  and  accumulated  ex- 
tenfive  capitals,  there  is  little  room  left  for 
their  employment,  and  the  rate  of  intereft  is 
confequently  low.     Should   a  rich   country 
fuddenly  be  thrown  into  a  fituation  which 
obftructs  the  employment  of  capital,  the  rate 
of  intereft  would  alfo  fink  j  and  there  may  be 
a  few  folitary,  but  rare  inftances  in  which  low 
intereft  is  a  fign  of  diminifhed  induftry  rather 
than  of  increafing  prosperity.     The  criterion 
is  infallible  only  under  the  fuppofition  of  a 
perfect  freedom  of  trade.     Where  this  pre- 
vails, thofe  capitals  which  find  no  employment 
at  home  are  either  applied  to  a  new  commerce 
with   diftant   nations,   or    pafs  entirely  into 
foreign  countries,  as  will  be  feen  hereafter. 

The  profit  of  the  undertaker  is  a  fort  of 
reward  for  his  fkill  and  trouble  in  the  manage- 
ment 
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ment  of  his   undertaking,   and  for  the  riik 
connected  with  the  fame.     But  the  reward 
or  wages  of  an  undertaker  mufl  always  be 
more  confiderable  than  thofe  of  a  common 
labourer,  for  elfe  he  would  prefer  being  a 
common  labourer,  whofe  occupation  is  not 
attended  with  any  hazard.    Beiides  the  nature 
of  his  bulinefs  entitles  him  to  a  higher  reward. 
There  is  alfo  a  great  difference  in  the  profits 
of  different  undertakers.      The  competition 
among  them  is  limited  by  the  requifites  gene- 
rally looked  for  in  thofe  to  whom  capitals  are 
confided.     They  mufl  be  poflefTed  of  fome 
property  as  a  fecurity  to  the  capitalifl ;  or 
their  moral  qualities  mufl  infpire  great  confi- 
dence, and  either  mufl  be  in  proportion  to 
the  amount  of  the  capitals  which  their  enter- 
prize  requires.     They  mufl  alfo  be  men  of 
acknowledged  abilities,  judgement  and  dili- 
gence.    Different  undertakings  require  thofe 
qualities  in  different  degrees,  which  circum- 
flance  again  caufes  a  difference  in  their  profits. 
Hence  it  is  extremely  difficult  to  afcertain  the 
principles  by  which  the  profit  of  the  under- 
taker is  regulated.     It  mufl  however  be  ad- 
mitted that  the  total  profit  of  flock  ought  to 
be  greater  than  the  ufual  rate  of  interefl;  that 
the  furplus  above  the  interefl  ought  to  be  fo 
large  that  the   undertaker  may  live  by  it 
according  to  his  rank  or  fituation  in  life,  and 

that 
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that  he  may  fave  fomething  to  accumulate  a 
capital.      Thefe   may  be   confidered   as  the 
elementary  principles  which  determine   the 
natural  price  of  the  profit  of  the  undertaker. 
The  market  price  of  this  profit  follows  the 
general  rules  of  all  market  prices.     As  long 
as  a  country  is  deficient  in  fkilful  undertakers, 
their    profits    are   great ;    when   a    country 
abounds  with  clever  men  in  that  line,  their 
profits  are  fmall.     In  a  country  where  every 
fpeculation  is  unreflrained,  the  profits  of  all 
undertakings  which  demand  an  equal  propor- 
tion  of  knowledge  and  induflry,  are  in  general 
pretty  nearly  on  a  level,  becaufe  the  numbers 
who  prefs  forward  to  engage  in  gainful  enter- 
prizes  is  confiderable,  and  it  is  their  competi- 
tion which  lowers  their  profits.     No  fenfible 
difference  can   arife  except  from  a  greater 
fhare  of  fuperior  talents  required  in  a  particu- 
lar undertaking ;  from  the  greater  hazard  to 
which  the  capital  employed  is  expofed;  or 
from  any  artificial  caufe  which  removes  able 
undertakers  from  one  bufinefs  to  attract  them 
to  another.     When  the  profits  of  the  under- 
takers are  generally  high,  the  rate  of  intereil 
is  alfo  high.     In  that  cafe  the  clafs  of  under- 
takers is  increafing;  they  flrive  to  deprive 
each  other  of  capital  by  offering  higher  interefl. 
Where  profits  are  fmall,  the  rate  of  interefl  is 
neceffarily  low. 

CHAP, 
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CHAP.  XIIL 
Of  Rent. 

RENT  coniits  in  that  fhare  of  the  produce 
of  land  or  its  value  which  is  due  to  an 
individual  merely  becaufe  he  is  the  owner 
of  that  land,  whether  it  yields  its  produce  of 
itfelf  or  by  means  of  capitals  employed  upon 
the  foil.  Rent  may  therefore  be  defined  the 
net  profit  of  a  flock  advanced  in  land. 

When  a  foil  yields  a  fpontaneous  produce, 
without  requiring  the  leafl  additional  labour, 
the  whole  produce  belongs  to  the  owner  as 
rent :  but  if  any  one  may  obtain  fuch  pro- 
duce for  nothing,  even  without  having  any 
property  in  land,  it  has  no  value ;  it  is 
only  when  it  cannot  be  obtained  any  longer 
in  that  way  and  yet  continues  to  be  wanted, 
that  it  acquires  a  price. 

But  there  are  very  few  foils,  indeed,  which 
fpontaneoufly  yield  a  produce  that  may  be 
confumed  or  enjoyed  immediately  without 
any  kind  of  trouble  whatever.  Labour  is 
almoft  always  neceffary  to  obtain  any  produce 
from  the  foil.  .  The  ground  muft  be  prepared, 
ploughed,  fown,  and  attended  to;  the  produce 

muft 
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mufl  be  gathered,  &c.  In  that  cafe  the  land- 
owner cannot  claim  the  whole  produce  as 
owner.  He  muft  give  part  of  it  to  the  la- 
bourers as  wages,  and  another  part  as  profit 
of  flock  to  him  who  has  furnifhed  the  necef- 
fary  advances,  and  undertaken  the  bufinefs 
of  preparing,  cultivating,  gathering,  &c. 
Whatever  remains,  after  thofe  two  fhares  of 
the  produce  have  been  paid,  belongs  to  him 
as  landowner  and  conftitutes  his  rent. 

No  landowner  will  fuffer  flrangers  to  cul- 
tivate his  foil  and  to  derive  a  profit  from  it, 
unlefs  fome  part  of  the  produce  be  allowed 
to  him  as  rent,  or  unlefs  the  individual  to 
whom  he  permits  the  ufe  of  his  property 
guarantees  him  fuch  a  fhare.  Rent  arifes 
out  of  the  power  of  the  landowner  to  deny 
the  ufe  of  his  foil  to  thofe  who  may  be  in  want 
of  it.  Almofl  all  foils  to  be  rendered  pro- 
ductive require  a  certain  preparation,  which 
cannot  be  effected  without  a  capital.  This 
the  landowner  will  not  advance  unlefs  he  may 
hope  for  a  rent  which  either  infures  the  inte- 
reft  of  his  capital  for  ever  or  replaces  it  by 
degrees.  Neither  will  an  undertaker  beflow 
any  capital  upon  the  foil  without  the  profpeft 
of  a  certain  profit;  nor  is  any  labourer  inclined 
to  improve  it  by  his  labour  without  a  recom- 
pence.  The  annual  rent  of  land  is  therefore 
3  ^ 
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as  large  as  the  annual  produce  or  the  annual 
advantage  derived  from  the  land,  after  the 
wages  of  labour  and  the  requiiite  profit  of  the 
capitals  neceffary  to  obtain  the  annual  pro- 
duce, have  been  deducted. 

But  this   lhare   of  the   landowner  varies 

in  proportion  to  the  natural  fertility  of  the 

foil  and  to  the  advances  of  labour  and  capital 

which  it  requires.     Hence  it  is  impoffible  to 

eflablifh  principles  by  which  rents  might  be 

invariably  regulated.    It  is  evident,  however, 

that  a  foil  cannot  afford  any  rent  unlefs  its 

produce   exceeds  the    value   of  the    wages 

of  labour   and  profit  of  flock  neceffary  to 

obtain  it;    and  that  all   lands  yield   a  rent 

proportionate  to  the  manner  in  which  their 

produce  is  obtained.     If  it  be  obtained  with- 

out  any  labour  or  advance,  the  whole  belongs 

as  rent  to  the  owner ;  if  capital  and  labour 

have  been  employed,  the  owner  gets  whatever 

exceeds  the  wages  of  labour  and  the  profits 

of  flock.     The  purchafe  money  of  a  landed 

eflate  cannot  be  confidered  as  a  regulator  of 

its  rent ;  it  only  indicates  what  rent  the  buyer 

is  expecting,  and  is  rather  a  confequence  than 

a  caufe  of  rent. 

In  the  early  flages  of  civilization  food  is 
the  firft  commodity  which  obtains  a  regular 
value,  becaufe  it  is  wanted  in  great  quantities, 

and 
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and  its  production  demands  the  affiftance  of 
labour,  which  limits  its  eventual  fupply.  But 
as  foon  as  the  numbers  of  a  nation  begin  to 
thicken,  the  materials  for  raiment,  dwellings 
and  fuel  obtain  alfo  a  value  which  exceeds 
the  wages  of  the  labour  neceflary  to  procure 
them ;  and  in  proportion  as  opulence  in- 
qreafes,  the  catalogue  of  exchangeable  com- 
modities is  fwelled.  Hence  arifes  a  flriking 
difference  in  the  rents  of  land.  Soils  which 
grow  articles  of  food  always  yield  a  rent,  pro- 
vided the  population  be  fo  numerous  that 
fuch  foils  be  not  at  the  free  difpofal  of  any 
individual  who  chufes  to  cultivate  them. 
Lands  which  yield  materials  for  raiment, 
dwellings  and  fuel,  or  other  conveniences  and 
comforts  of  life,  alfo  bear  a  rent  whenever 
thefe  productions  are  no  longer  to  be  had  for 
the  mere  labour  of  fetching  them.  And 
laflly,  lands  which  yield  articles  of  luxury  bear 
a  rent  as  foon  as  a  nation  has  a  great  furplus 
of  the  neceflaries  of  life  and  of  objects  of 
convenience.  But  this  gradation  fuppofes 
that  the  produce  of  any  of  thefe  three  forts  of 
foils  does  not  fall  below  the  value  of  the  wages 
of  labour  and  advances  of  capital  neceffary 
to  obtain  it. 

As  it  is  chiefly  the  competition  of  buyers 

which  raifes  the  price  of  commodities,  the 

4  vicinity 
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vicinity  of  lands  to  populous  and  opulent 
places  raifes,  and  the  diilance  from  fuch 
places  lowers  the  rent,  in  proportion  to  the 
difficulty  and  experifivenefs  of  the  means  of 
conveyance.  A  great  competition  of  fellers, 
even  from  diflant  parts,  ready  to  anfwer  the 
demand  for  a  certain  produce,  tends  to  lower 
the  rent  of  the  foil  from  which  fuch  produce 
is  obtained  ;  and  lands,  whofe  produce  finds 
no  purchafers,  bear  no  rent  at  all. 

Rents  being  alfo  influenced  by  the  fertility 
of  the  foil,  the  rent  of  that  foil  which  has  the 
greateft  natural  fertility  with  reipecl  to  a 
certain  produce,  limits  the  price  of  the  rents 
of  all  the  other  foils,  the  produce  of  which 
enters  into  competition  with  its  own ;  for  the 
moil  fertile  lands  regulate  the  price  of  pro- 
duce and  of  courfe  of  rents.  As  long  there- 
fore as  the  produce  of  the  mod  fertile  foils 
is  fufficient  for  the  fupply  of  the  nation,  the 
lefs  fertile  foils  are  not  cultivated,  and  confe- 
quently  unable  to  yield  a  greater  rent  than 
what  their  fpontaneous  produce  is  worth : 
but  when  the  produce  of  fertile  lands  is 
infufficient  and  rifes  in  price,  this  increafed 
price  allows  the  culture  of  the  lefs  fertile  foils, 
and  enables  them  to  yield  a  rent.  And  thefe 
in  their  turn  limit  the  rent  of  fertile  foils, 
whenever  a  fkilful  culture  increafes  their 
i  produce. 


114  OF    RENT*  B.  I. 

produce.  When  the  price  of  agricultural 
produce  is  a  fufficient  compenfation  for  the 
cultivation  of  lefs  fertile  lands,  rents  cannot 
rife  higher.  The  additional  produce  caufes 
a  reduction  in  the  price,  which  has  the 
effect  of  lowering  the  rents.  Only  fuch 
foils  will  then  continue  to  afford  a  higher 
rent,  the  produce  of  which  admits  of  no 
competition  or  which  exclufively  grow  a 
favourite  produce.  The  greater  the  competi- 
tion of  lands,  the  fmaller  the  rents.  Soils 
which  grow  productions  of  a  fmall  compafs 
and  high  value,  yield  in  general  a  fmaller 
rent  than  fuch  as  give  a  produce  of  lefs  value, 
becaufe  the  lands  of  the  moil  remote  countries 
may  enter  into  competition  with  the  former. 
Laftly,  lands,  the  produce  of  which  is  in  regu- 
lar requeil  and  regularly  obtained,  bear  a 
more  Heady  rent,  than  thofe  the  produce  of 
which  is  uncertain  and  not  regularly  wanted. 


CHAP. 


CH.  XIV.          OF    THE    PROPORTION,  &C. 


CHAP.    XIV. 

Of  the  Proportion  in  'which  the  Elements  of 
Price  regulate  the  Price  of  Commodities. 


price  of  moft  commodities  is  cotn- 
pofed  of  all  its  three  elements,  wages  of 
labour,  profit  of  flock,  and  rent.  The  raw 
materials  of  all  come  from  the  foil,  and 
although  fome  objects,  notwithflanding  the 
right  of  property  in  land,  may  ftill  be  had  for 
nothing,  their  number  is  yet  continually 
diminilhing  in  every  country  where  increafing 
opulence  caufes  an  increafed  demand  for  all 
forts  of  ufeful  things. 

When  a  commodity  coils  nothing  but  the 
wages  of  labour,  the  rife  and  fall  of  its  price 
depends  merely  on  the  high  or  low  price  of 
labour.  But  the  wages  of  labour  are  an 
element  of  price  which  enters  into  the  price  of 
all  commodities.  None  can  be  brought  to 
market  without  labour,  and  as  labour  limits 
their  fupply,  it  mull  be  compenfated  in  all 
directly  or  indire6lly.  When  a  commodity 
has  required  many  and  long  labours,  or  has 
paffed  through  many  hands  before  it  reaches 
the  conliimer,  it  has  abforbed  the  advances 

i  2  of 
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fame  article,  according  to  the  higher  or  lower 
rent  paid  for  the  different  foils  in  which  it 
was  produced. 

Yet,  after  all,  rent  has  only  the  fmalleft 
influence  on  the  price  of  commodities.  The 
lowefl  rent  will  induce  a  land-owner  to  lend 
his  foil  for  the  purpofes  of  cultivation,  becaufe 
he  prefers  the  moil  inconfiderable  advantage 
to  none.  A  rife  in  the  price  of  goods  raifes 
the  rent  of  certain  lands  only,  the  owners  of 
which  obtain  as  rent  what  others,  poffeffed  of 
a  lefs  fertile  foil,  are  forced  to  pay  in  wages 
of  labour  and  profit  of  flock. 


CHAP. 
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CHAP.    XV. 

Of  the  Influence  of  the  State  on  the  Price  of 
Commodities. 

HPHE  ftate  may  influence  the  price  of  com- 
-**  modities  in  a  two-fold  way,  either  by 
increaling  the  charges  or  coil  of  their  pro- 
duction, or  by  pofitive  enactments  which 
limit  their  fale  and  purchafe.  The  former 
is  chiefly  effected  by  taxes,  the  latter  by  legal 
regulations.  The  amount  of  the  duty  laid 
on  a  certain  article,  or  the  fum  by  which  the 
tax  increafes  the  wages  of  labour,  the  profit 
of  flock  and  even  the  rent  which  are  the 
efficient  caufes  of  that  produce,  is  the  exact 
proportion  in  which  its  cofl  price  is  raifed  by 
the  tax ;  its  market-price  muft  of  courfe  rife 
in  the  fame  proportion,  if  there  be  no  altera- 
tion in  any  of  the  other  circumftances  which 
influence  the  price  of  goods.  With  refpect  to 
any  poiitive  regulations,  thofe  which  diminilh 
the  competition  of  the  fellers,  and  the  quantity 
of  the  goods  brought  to  market,  or  which 
caufe  an  artificial  increafe  of  purchafers, 
tend  to  raife  the  price  of  commodities ; 
thofe  regulations  which  increafe  the  com- 

i  4  petition 
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petition  of  the  fellers  and  the  quantity  of 
goods  brought  to  market,  or  which  diminifh 
the  competition  of  the  buyers,  tend  to  lower 
their  price. 

Prices  are  raifed, 

1.  By  the  right  granted  to  one,  or  a  few 
individuals  exclusively,  to  perform  a  certain 
labour,  to  manufacture  a  certain  article,  or  to 
fell  a  certain  commodity  ;  as  is  the  cafe  with 
monopolies,    chartered    or    privileged    com- 
panies, corporations,  &c. '     The   fmaller   the 
number  of  individuals  to  whom  fuch   rights 
are  granted,  and  the  greater  the  difficulty  tQ 
obtain  fuch  rights,  the  higher  will  prices  be 
driven. 

2.  By  laying  heavy  duties  on  the  importa- 
tion  of  foreign  goods,  or  prohibiting  them 
altogether.      This    excludes    foreign    fellers 
from  the  competition  in  the  market,  or  renders 
their  competition  very  difficult. 

3.  By  limiting  the  life  of  the  foil.     This, 
prevents  the  proper  quantity  of  produce  being 
grown. 

4.  By  favouring  the  exportation  of  certain, 
commodities  by  means  of  bounties. 

Prices  are  kept  low, 

i .  By  an  unreftrained  freedom  of  trade  and 
commerce. 

2.  By 
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2.  By  regulations  favouring  the  labours  of 
a  particular  clafs.     This  invites  others  to  the 
fame  labour,   and  lowers   the   price   of  the 
produce. 

3.  By  regulations  which  exclude  a  number 
of  buyers   from   the   purchafe  of  a   certain 
produce.     But  thefe  lower  the  price  of  that 
produce  only  as  long  as  the  number  of  pur^ 
chafers  is  not  increafed  in  another  quarter,  or 
as  l6ng  as  the  produce  is  not  reduced  in  pro- 
porjjon    to    the    fmall    number    of   buyers. 
Prohibiting   the  exportation  of  corn  feldom 
caufes  lower  prices.     The  fear  of  a  fcarcity 
increafes  the  number  of  purchafers,  whilfl  it 
diminiflies  at  the  fame  time  that  of  fellers. 
The  prohibition  thus  operates  in  a  way  directly 
contrary  to  its  intention.     The  fame  may  be 
obferved  of    the   prohibition   to  diilil  from 
corn,  which  tends  to  reflrain  production,  and 
confequently  defeats  its  end. 

Regulations  which  fix  or  alTefs  the  price 
above  which  a  commodity  is  not  to  be  fold  at, 
are  called  affizes.  When  they  fix  the  price 
below  the  natural  co.ft  price,  the  commo- 
dity is  no  longer  produced,  or  feeks  for 
a  market  abroad.  When  they  fix  it  at 
the  natural  coft  price,  they  are  unnecef- 
iary,  unlefs  the  competition  of  fellers  be  re- 
ftrained.  Affizes  are  therefore  little  better 

than 
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petition  of  the  fellers  and  the  quantity  of 
goods  brought  to  market,  or  which  diminiih 
the  competition  of  the  buyers,  tend  to  lower 
their  price. 

Prices  are  raifed, 

1.  By  the  right  granted  to  one,  or  a  few 
individuals  exclufively,  to  perform  a  certain 
labour,  to  manufacture  a  certain  article,  or  to 
fell  a  certain  commodity  ;  as  is  the  cafe  with 
monopolies,    chartered    or    privileged    com- 
panies, corporations,  &c. '     The   fmaller  the 
number  of  individuals  to  whom  fuch   rights 
are  granted,  and  the  greater  the  difficulty  to 
obtain  fuch  rights,  the  higher  will  prices  be 
driven. 

2.  By  laying  heavy  duties  on  the  importa- 
tion  of  foreign  goods,  or  prohibiting  them 
altogether.      This    excludes    foreign    fellers 
from  the  competition  in  the  market,  or  renders 
their  competition  very  difficult. 

3.  By  limiting  the  life  of  the  foil.     This, 
prevents  the  proper  quantity  of  produce  being 
grown. 

4.  By  favouring  the  exportation  of  certain, 
commodities  by  means  of  bounties. 

Prices  are  kept  low, 

i.  By  an  unreftrained  freedom  of  trade  and 
commerce. 

2.  By 
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2.  By  regulations  favouring  the  labours  of 
a  particular  clafs.     This  invites  others  to  the 
fame  labour,   and  lowers   the   price   of  the 
produce. 

3.  By  regulations  which  exclude  a  number 
of  buyers   from   the   purchafe  of  a   certain 
produce.     But  thefe  lowrer  the  price  of  that 
produce  only  as  long  as  the  number  of  pur^ 
chafers  is  not  increafed  in  another  quarter,  or 
as  l6ng  as  the  produce  is  not  reduced  in  pro- 
porjjon    to    the   fmall    number    of   buyers. 
Prohibiting   the  exportation  of  corn  feldom 
caufes  lower  prices.     The  fear  of  a  fcarcity 
increafes  the  number  of  purchafers,  whilfl  it 
diminifhes  at  the  fame  time  that  of  fellers. 
The  prohibition  thus  operates  in  a  way  directly 
contrary  to  its  intention.     The  fame  may  be 
obferved  of    the   prohibition   to  diilil  from 
corn,  which  tends  to  reflrain  production,  and 
confequently  defeats  its  end. 

Regulations  which  fix  or  affefs  the  price 
above  which  a  commodity  is  not  to  be  fold  at, 
are  called  qffizes.  When  they  fix  the  price 
below  the  natural  coft  price,  the  commo- 
dity is  no  longer  produced,  or  feeks  for 
a  market  abroad.  When  they  fix  it  at 
the  natural  coft  price,  they  are  tinnecef- 
fary,  unlefs  the  competition  of  fellers  be  re- 
ftrained,  Affizes  are  therefore  little  better 

than 
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than  public  notices,  at  what  prices  certain 
commodities  may  be  had,  or  at  what  price 
the  fellers  are  able  and  willing  to  furnim  the 
fame.  They  are  juflifiable  only  to  prevent 
the  abufes  of  privileged  fellers. 


CHAR 
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CHAP.    XVI. 

Of  Dearth  and  Cheapnefs. 

T~AEAR  is  that  which  can  be  procured  only 
-•— *  at  a  high  price ;  cheap  what  is  to  be 
had  at  a  low  price.  High  and  low  prices  are 
relative,  when  compared  with  the  prices  of 
other  commodities,  or  the  power  to  purchafe  ; 
and  abfolute  when  compared  with  the  ulti- 
mate conftituent  caufes  of  all  prices.  The 
former  are  nominally,  the  latter  really  high 
or  low.  It  is  the  real  price  only  which  mews 
whether  the  dearth  be  real  or  nominal. 

The  real  price  of  a  commodity  is  regulate4 
by  the  influence  of  the  three  producing 
powers,  labour,  land,  and  capital,  the  former 
as  limiting  its  fupply,  and  the  other  two  as 
eiTential  conditions  of  labour ;  for  labour 
without  them  can  produce  nothing,  and  land 
and  capital  may  be  confidered  as  co-labourers. 
The  fum  of  producing  powers  neceffary  for 
the  production  of  a  commodity,  conftitutes 
its  value  in  money,  or  its  price.  When  much 
labour,  along  with  its  effential  conditions, 
produces  few  commodities  ;  or  what  is  the 
fame,  when  much  money  purchafes  few  com. 

modities, 
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modities,  they  are  dear ;  when  many  com- 
modities  may  be  purchafed  with  little  money, 
or  what  is  the  fame  again,  when  little 
labour  produces  many  commodities,  they  are 
cheap. 

Should  human  induflry  fucceed  in  obtaining 
double  the  productions  of  the  fame  kind  and 
quality,  with  the  fame  quantity  of  labour 
with  which  they  are  now  obtained,  all  com- 
modities indifcriminately,  all  other  circum- 
flances  remaining  the  fame,  would  neceiTarily 
be  worth  half  the  price  at  which  they  are  now 
purchafed :  they  would  be  double  the  prefent 
price  if  the  reverfe  mould  take  place,  that  is 
to  fay,  if  the  prefent  produce  mould  require 
twice  as  much  labour  as  it  does  now.  Raw 
produce  has  no  price  at  all,  as  long  as  every 
one  can  procure  it  at  pleafure  without  trouble, 
It  is  the  labour  which  it  cofts  to  obtain  it  that 
gives  it  its  price.  Suppofe  that  in  a  certain 
country  three  millions  of  quarters  of  wheat 
are  produced  one  year  by  a  fum  of  productive 
powers  equal  to  A  ;  in  that  country  A  will 
be  the  price  of  thofe  three  millions  of  quarters 
of  wheat.  But  the  next  year  A  produces 
only  one  million  and  a  half,  or  half  the 
quantity.  Wheat  of  courfe  will  be  double 
the  price  of  the  preceding  year.  In  the  third 
year  A  produces  fi^  millions  of  quarters. 

Wheat 
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Wheat  then  will  be  half  the  price  it  bore  when 
the  powers  expreiTed  by  A  produced  three 
millions  of  quarters.     Suppofe  again  that  a 
fum  of  productive  powers,  equal  to  a  third  of 
A,  produces  in  the  fame  country,  within  the 
fame  year  when   it  grew  three  millions  of 
quarters  of  wheat,  three  millions  of  chaldrons 
of  coals  ;  in  that  cafe  three  chaldrons  of  coals 
will  coil  exactly  as  much  as  one  quarter  of 
wheat.     Suppofe  further  that  one  hundredth 
part  of  the  powers  A  obtained  at  the  fame 
time  fixty  thoufand  marks  of  fine  filver  out  of 
the  mines,  this  filver /would  be  equal  in  value 
to  the  hundredth  part  of  three  millions  of 
quarters  of  wheat,  or  the  value  of  one  quarter 
of  wheat  would  be  equal  to  two  marks  of  fine 
filver.      And  fuppofing  laftly,  that  the  coals 
and  filver  are  not  altered  in  their  proportion 
to  the  producing  powers,  but  that  the  pro- 
portion  of  wheat  changes  in  the  manner  flated 
above,  it  is  evident  that  in  the  fecond  year  the 
value  of  one  quarter  of  wrheat  would  be  equal 
to  fix  chaldrons  of  coals,  and  four  marks  of 
filver  ;  but  in  the  third  year  one  quarter  of 
wheat  would  be  equal  to  only  one  chaldron 
and  a  half  of  coals,  and  one  mark  of  fine  filver. 
It  mufl,  however,  be  remembered,  that  when 
fuch   proportions   are  fuddenly  altered,   the 
natural  coll  price  differs  in  general  very  much 

from 
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from  the  market  price,  the  competition  of 
neceffary  commodities  being  always  very 
great  in  the  market,  and  depreffing  or  railing 
them  commonly  far  beyond  the  proportion  of 
the  alteration  in  the  coft  price. 

The  price  of  manufactured  goods  is  alfo 
regulated  by  the  quantity  of  the  producing 
powers  employed,  including  the  cofl  of  the 
raw  material,  which  is  comprized  in  the  ad- 
vances of  capital.  Suppofe  a  fum  of  produc- 
ing powers  equal  to  B,  produces  now  in  the 
courfe  of  a  year  one  million  of  pairs  of 
worried  ftockings :  but  one  hundred  years 
ago  the  fame  powers  produced  only  half  a 
million  of  fuch  flockings,  it  is  evident  that 
under  that  fuppoiition  worried  ftockings 
muft  have  been  a  hundred  years  ago  double 
the  price  at  which  they  are  fold  at  prefent. 
Confequently  the  more  commodities  the 
fame  producing  powers  produce  within  the 
fame  given  time,  the  cheaper  is  that  com- 
modity ;  and  the  fmaller  the  quantity  pro- 
duced within  the  fame  given  time,  the  dearer 
is  the  commodity. 

At  all  events  we  muft  always  afcertain  the 
real  price  of  a  commodity  before  we  can 
decide  whether  it  be  dear  or  cheap  ;  and  as 
money  is  the  general  ftandard  of  value,  the 
real  price  of  gold  and  filver  muft  be  found 

out 
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out  before  the  real  dearth  or  cheapnefs 
of  any  commodities  can  be  pronounced 
upon. 

Food  being  the  fupport  of  man,  the  un- 
qualified expreffion  of  cheap  and  dear  times 
relates  generally  to  the  price  of  proviiions. 
Hence  a  real  dearth  is  that  combination  of 
circumflances  in  which  it  is  difficult  for  an 
individual  to  obtain  by  his  labonr  the  pro- 
viiions neceiTary  for  his  maintenance  and 
that  of  his  family.  And  the  times  are  faid 
to  be  cheap,  when  any  one  may  obtain  by 
little  or  moderate  labour  the  provifions  necef- 
fary  for  himfelf  and  his  family. 

The  only  way  to  guard  againfl  dearth  is 
to  efFe6l  the  greatefl  poffible  increafe  of  pro- 
vifions with  the  fmallefl  poffible  fum  ofpro^ 
ducing  powers.  The  Ihorter  the  time  in 
which,  and  the  fmaller  the  expence  of  labour, 
ilock,  and  foil,  at  which  the  largeil  poffible 
quantity  of  proviiions  is  grown,  the  cheaper 
the  times. 

Thofe  who  employ  themfelves  in  the  pro- 
duction of  commodities  which  are  not  food, 
muil  exchange  their  labour  or  the  produce  of 
their  labour  againil  the  labour  of  the  huf- 
bandman,  or  the  produce  of  his  labour. 
When  the  latter  gives  to  the  townfman,  or 
any  individual  not  employed  in  agriculture, 
x  a  pro- 
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a  produce  the  produ6lion  of  which  has  coft 
a   fum   of  producing  powers  equal   to  that 
applied  by  the  townfman  to  the  commodity 
which  the  huibandman    takes  in  exchange, 
they  pay  each  other  the  natural  coil  price  of 
their   refpe£live    productions.       When   both 
produce  fo  little  that  it  is  as  difficult  for  the 
townfman  to  procure  the  country  fupplies,  as 
it  is  for  the  hufbandman  to  obtain  the  manu- 
factured goods  of  the  town,  they  are  both 
warranted  in  complaining  of  dear  times  ;  the 
dearth  in  that  inflance  is  real  and  general. 
But  when  the    obtaining  of   the    necefTary 
fupplies  is  difficult  only  to  one  and  eafy  to  the 
other,  the  dearth  is  merely  partial,  though 
real  to  the  fufferer.     This  may  arife  from  one 
clafs  of   productive  labourers  having  it   in 
their  power  to  raife  the  market  price  of  their 
produce  beyond   its  real  coft  price.      How 
this  may  be  effected  has  been  fliown  above. 
[B.I.  CH. x.] 

Wherever  labourers  are  at  perfect  liberty  to 
quit  their  trade  and  to  go  over  to  another ; 
wherever  the  employment  of  flock  is  un- 
fhackled  and  the  ufe  of  the  foil  unreflrained, 
the  equipoife  between  the  town  and  country 
produce  is  leldom  interrupted  or  eafily  re- 
flored.  But  the  more  this  freedom  is  limited, 
the  eafier  may  one  productive  clafs  be  op- 
4  prefled 
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opprefTed  by  the  other.  Every  Hidden 
change  in  the  quantity  of  the  necefTary 
fupplies  caufes  a  revolution  in  the  price  of 
commodities  injurious  to  many  claffes  of 
inhabitants  for  a  long  period  of  time. 

A  partial  but  real  dearth  is  alfo  frequently 
experienced  by  thofe  whofe  labour  is  com- 
penfated  by  an  annual  fum  of  money  fixed 
long  before  the  period  in  which  they  live, 
when  provifions  grow  dearer,  and  their  falary 
in  money  remains  unchanged. 


(  '3'  ) 


BOOK  II. 

OF  THE  INCREASE  OF  THE  WEALTH  OF 
NATIONS. 

CHAPTER   I. 

Of  the  two  Ways  In  which  National  Wealth 
may  be  increafed. 

THE  increafe  of  national  wealth  in  general 
is  effected  by  a  conftant  excefs  in  the 
annual  produce  above  the  annual  confump- 
tion.  But  wealth  may  be  meafured  either 
by  the  quantity  of  ufeful  produce,  or  by  the 
price  of  that  produce.  It  may  therefore  be 
inereafed  either  by  the  increafe  of  commodi- 
ties, or  by  the  increafe  of  their  price,  the 
quantity  of  commodities  remaining  the  fame. 

A  rife  in  the  price  does  not  occalion  a  real 
increafe  of  wealth,  except  when  the  objects 
of  enjoyment  which  obtain  a  higher  price  are 
really  improved,  and  better  calculated  to 
afford  that  enjoyment,  or  when  they  are 
employed  as  a  medium  of  exchange  againil 
other  ufeful  things.  When  a  commodity  is 
improved  by  additional  labour,  its  real  value 
is  augmented,  and  it  actually  augments  the 

K  a  wealth 
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wealth  of  the  nation.      Labour  in  that  cafe 
caufes  an  increafe  of  human  happinefs. 

When  a  commodity  rifes  in  price  without 
being  improved,  it  does  not  heighten  the 
enjoyment,  it  only  affords  means  of  obtaining 
more  objects  of  enjoyment  of  others  than  it 
did  before.  The  owner  of  the  commodity  is, 
grown  richer :  but  others  lofe  the  additional 
price  which  they  are  obliged  to  pay.  And 
although  individuals  may  be  benefited,  the 
wealth  of  a  nation,  far  from  being  augmented 
by  a  mere  rife  in  the  price  of  a  commodity, 
would  rather  be  diminilhed,  if  the  real  price 
of  all  things  rofe,  becaufe  the  fame  quantity 
of  labour  could  no  longer  procure  the  fame 
quantity  of  objects  of  enjoyment  as  it  had 
done  before.  The  only  poffible  inftance  of  a 
nation  growing  rich  by  a  rife  in  the  price  of 
commodities,  is  when  fuch  commodities  are 
difpofed  of  to  foreign  nations,  and  the  goods. 
Obtained  in  return  have  not  experienced  a 
iimilar  rife  in  the  refpec~live  countries  from= 
whence  they  are  imported.  Still  this  would^ 
l?e  growing  rich  at  the  expence  of  others^ 
and  as  there  are  very  few  inland  or  home, 
productions  of  which  a  nation  does  not  con-, 
fume  the  greateft  part,  the  nation  even  ir^ 
that  cafe  would  probably,  upon  the, whole,, 
lofe  more  than  it  could  gain,' 

A  real 
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A  real  and  genuine  increafe  in  the  wealth 
of  a  nation  takes  place  when  valuable  com- 
modities are  increafed  at  the  loweil  poffible 
price.  It  is  through  this  circumftance  alone 
that  objects  of  enjoyment  are  diffufed  without 
any  one  being  a  fufferer.  All  are  benefited, 
becaufe  the  objects  of  enjoyment  are  multi- 
plied, and  by  their  low  price  rendered  accef- 
fible  to  all.  The  greater  the  quantity  and 
variety  of  objects  of  enjoyment  which  an 
individual  may  obtain  by  his  labour,  the  hap- 
pier and  richer  is  the  country;  One  of  the 
moil  efTential  tenets  which  political  economy 
preaches  to  legiflatorsj  is  to  make  it  their 
chief  object  that  every  ufefbl  commodity  be 
produced  and  fold  as  cheap  as  poffible.  This 
extends  the  power  of  buying  to  all  ranks  ; 
the  aggregate  of  many  commodities  of  fmall 
value,  forms  a  total  value  far  above  that  of  a 
few  very  expenfive  commodities.  They 
fupply  the  wants  of  many,  and  are  preferable 
to  any  Single  article  of  equal  value  with  their 
totality,  as  long  as  all  claffes  of  people  are 
not  abundantly  provided  with  them.  Inilead 
of  producing  a  fingle  commodity  of  con- 
iiderable  value  fit  for  the  eonfumption  of  one 
individual,  whilfl?  all  the  other  members  of 
the  community  pine  in  want,  it  is  indeed 
much  better  to  produce  a  large  ftock  of 
.K  3  com- 
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commodities  calculated  for  the  fupply  of 
many,  though  it  be  not  of  a  fuperior  value. 
When  fuch  a  flock  of  commodities  of  fmall 
value  gets  into  the  hands  of  a  rich  individual, 
Jie  cannot  confume  them  himfelf,  he  muil 
employ  them  in  paying  for  ufeful  labour,  and 
is  thus  forced  to  enrich  the  nation,  whilft 
by  confuming  a  fingle  article  of  equal  value, 
he  would  not  contribute  any  thing  to  the 
increafe  of  the  wealth  of  the  nation.  It  may 
therefore  be  affirmed  that  many  commodities, 
each  of  which  is  only  pofTeffed  of  a  fmall 
value,  but  which  are  all  adapted  to  fupply 
real  wants,  lay  a  more  folid  foundation  for 
national  wealth  than  a  few  productions,  the 
exchangeable  value  of  which  is  equally  high  j 
and  which  are  calculated  to  fatisfy  the  wants 
of  only  a  few  individuals. 

But  though  it  be  the  joint  operation  of 
labour,  land,  and  capital  that  produces  all 
commodities,  it  is  yet  capital  alone  which 
improves  the  powers  of  land  and  labour,  and 
by  rendering  them  more  productive,  effects 
the  real  increafe  of  the  wealth  of  nations. 


CHAP. 
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CHAR    II. 

Of  the  different  Kinds  of  Capital. 

CAPITALS  are  either  aftive  or  paflive, 
^-^  according  to  their  being  employed  in 
effecting  fome  ufeful  purpofe  or  not.  When 
active  capitals  furnifh  an  immediate  fupply 
to  our  wants,  they  are  deftined  for  confump- 
tion  ;  when  they  are  referved  to  produce 
ufeful  things 5  they  are  more  generally  called 
productive.  The  latter  alone,  by  replacing 
the  capitals  which  are  annually  confumed 
and  adding  frefh  ones  to  their  number,  main- 
tain and  increafe  the  national  wealth* 

A  nation  confumes  annually  a  quantity  of 
food  and  commodities  which  muil  be  replaced 
if  the  opulence  of  the  country  is  to  continue 
unimpaired,  Whatever  is  gained  every  year 
above  the  fum  neceflary  to  replace  this  con- 
fumption,  is  an  increafe  of  national  wealth. 
Capitals  effect  this  re-production  by  paying 
the  labour  which  produces  thofe  commodities, 
the  exchangeable  value  of  which  is  not  only 
equal,  but  fuperior  to  the  exchangeable 
value  of  the  commodities  confumed  during 
their  production  ;  and  the  fum  of  this  excefs 
K  4  is 
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is  the  amount  of  the  increafe  which  the  wealtlt 
of  the  nation  receives.     A  capital  mufl  necef- 
farily  produce  more  than  its  original  amount, 
for  the  undertaker  requires  a  profit  of  flock. 
Yet  it  ihereafes  the  national  wealth,  not  only 
by  the  profit  of  flock,  but  alfo  by  the  favings 
which  the  labourers,  whom  it  fets  in  activity, 
make  of  that  mare  which    they  receive  as 
wages  of  labour.     Thefe  favings  are   always 
niore  confiderable  in  proportion1,  as  the  wages 
exceed    the   neceffary    confumption    of  the 
labourer ;    and  as  the  profits  of  ffock  repre- 
fent,  as  it  were,  the  wages  of  the  capitalifl 
and  undertaker,  who  may  be  confidered  as  co- 
labourers,  it  is  only  the  excefs  of  their  profits 
above  their  confumption  which  inereafes  the 
wealth  of  the  nation. 

A  capital  may  operate  by  remaining  in  the 
hands  of  its  owner,'  or  by  being  circulated. 
Of  the  former  kind,  which  is  called  a  fixed 
capital^  are  buildings,  machines,  engines,  tools, 
and  implements  employed  in  the  production  of 
ufeful  things  ;  of  the  latter,  which  is  called 
the  circulating  capital^  are  all  commodities 
employed  as  a  medium  of  exchange,  and 
obtaining  a  higher  value  on  that  account. 
The  fixed  capital  is  moft  advantageoufly 
employed  when  it  obtains  the  largefl  poffible 
produce ;  this  may  be  accompliihed,  either 

by 
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by  diminiiliing  the  fixed  capital  whilft  the 
produce  is  the  fame  as  before,  or  by  in- 
creafing  the  produce  whilft  the  fixed  capital 
remains  the  fame. 

Any  commodity  deftined  for  fale,  or  to  be 
exchanged  for  another,  belongs  to  the  circu- 
lating capital.  Every  year  part  of  the  circu- 
lating capital  pafTes  over  to  the  fixed  one,  and 
to  confumption ;  it  is  devoted  to  thcfe  two  ob-- 
je6ls  only.  The  remainder  ferves  to  promote 
the  circulation  or  exchange  of  commodities  ; 
it  has  no  other  deflination,  and  it  is  on  this  ac- 
count that  money  is  exclufively  confidered  as 
the  circulating  capital.  A  certain  quantity  of 
money  is  of  abfolute  neceffity  iri  every 
country,  to  facilitate  the  exchange  of  com- 
modities :  but  the  fmaller  the  fum,  the  better; 
for  the  lefs  a  nation  employs  as  a  circulating 
medium,  the  more  commodities  may  be  ufed 
as  a  capital  for  the  purpofes  of  production 
and  confumption* 

The  circulating  capital  may  be  diminifhed 
by  the  rapidity  of  the  circulation,  when  one 
piece  of  coin,  being  frequently  paffed  from 
one  hand  to  the  other,  fupplies  the  place  of 
many  ;  and  by  reducing  the  prime  coft  of  the 
commodity  ufed  as  money.  To  render  a 
great  fervice  at  a  fmall  expence  is  always  an 
advantage.  All  labours,  in  which  any  fixed 

or 
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or  circulating  capitals  are  employed,  may 
accordingly  be  divided  into  fuch  as  produce 
valuable  commodities,  and  fuch  as  have  the 
exchange  of  this  produce  for  their  object. 
To  the  firfl  clafs  belong  the  growers  of  raw 
produce,  and  thofe  who  fit  it  for  the  ufe  of 
man.  To  the  fecond  clafs  thofe  who  buy 
goods  in  order  to  fell  them  again,  and  thofe 
who  afliil  or  facilitate  their  tranfactions. 
Capitals  may  alfo  be  employed  in  perfonal 
fervices,  which,  though  no  component  parts 
of  wealth,  actually  fupply  its  place  by  the 
convenience  and  enjoyment  which  they  afford* 
To  afcertain  how  far  the  different  employ- 
ments of  capital  contribute  to  increafe  the 
wealth  of  a  nation,  we  lhall  furvey  their  in- 
fluence upon  the  growing  of  raw  -produce, 
upon  the  preparation  of  raw  materials  for  the 
ufe  of  man,  upon  trade  and  commerce,  and 
upon  perfonal  fervices. 


CHAP. 


CH.  III.         OF   CAPITAL   EMPLOYED,  &C* 


CHAR  III. 

Of  the  Employment  of  Capital  in  the  growing 
of  raw  Produce. 

THE  labours  by  which  the  manifold  pro- 
duce of  the  earth  is  obtained,  are, 
i.  Rural  economy,  or  that  labour  which 
procures  from  the  ground  the  greateft  poffible 
quantity  of  the  beil  accommodations  for 
human  fubfiftence, — it  comprizes  agriculture, 
properly  fo  called  ;  grazing,  and  the  breeding 
of  cattle  ;  .  2.  Filheries  and  the  chace  ;  and, 
3.  Mining,  or  the  labour  which  extracts  out 
of  the  bowels  of  the  earth  metals ;  metallic,, 
rocky,  and  alcaline  falts ;  mineral  acids  j  com- 
buftible  minerals ;  earth  and  fand,  proper  for 
divers  manufactures,  and  for  the  improvement 
of  poor  foils  ;  and  ftony  fubftances  ufed  in 
different  arts.  When  the  produce  of  any  of 
thefe  labours'  is  fo  confiderable  in  value, 
that  the  advances  or  capitals  neceffary  to 
obtain  it  are  replaced,  the  wealth  of  a 
nation  is  maintained  :  but  when  the  pro- 
duce is  not  entirely  confumed  by  thofe 
who  co-operated  in  producing  it,  and  part 
of  it  is  in  its  turn  converted  into  capital, 
4  it 
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it  helps  to  increafe  the  wealth  of  a  nation  £ 
iand  the  importance  of  this  increafe  or  furplus 
is  in  proportion  to  its  being  obtained  at  com- 
paratively little  experice,  and  calculated  to 
fupply  the  wants  of  many*  In  this  refpeel; 
agriculture  is  the  moil  important  occupation 
of  a  country.  It  fupplies  the  neceffaries  of 
life  in  the  greateft  abundance,  and  lays  the 
foundation  of  every  other  branch  of  induflry. 
The  producing  powers  of  the  ground,  which 
are  tolerably  fteady  in  their  operation,  and 
the  conflancy  of  the  demand  for  the  articles 
it  grows,  infure  to  agriculture  an  invariable 
profperity,  and  enable  it  to  pay  a  rent  to  the 
land-owner,  befides  the  wages  of  labour  and 
the  profits  of  flock,  which  af  e  the  fole  returns 
of  all  other  fpecies  of  induflry. 

Next  to  the  cultivation  of  the  foil,  and  the 
fearing  of  cattle,  which  is  always  connected 
with  it,  fifheries,  although  their  produce  can 
never  be  compared  with  that  of  agriculture, 
afford  yet  a  great  refource'  for  fubfiflence. 
Their  produce  augments  our  aliments,  and, 
by  diminifhing  the  confumption  of  corn  and 
meat,  keeps  the  price  of  thefe  twb  flaple 
articles  in  a  proper  proportion  to  the  in- 
terefls  of  the  growers  and  of  the  eonfumers, 
Fifheries,  befides,  form  the  befl  failors,  and 
even  river  fifhing  is  of  confiderable  import- 
ance, 
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ance,  as  it  increafes  our  enjoyments  by 
varying  our  food. 

The  chace  affords  but  a  very  mconfider- 
able  lhare  of  our  means  of  fubfiftence,  and 
mining  none  at  all.  Yet  the  latter  yields 
numerous  highly  ufeful  materials:  but  it 
cannot  be  purfued  with  any  degree  of  activity, 
unlefs  the  fupply  of  the  firft  neceffities  be 
amply  fecured  to  the  labourers  by  an  over- 
abundant produce  of  agriculture. 

To  infure  fuch  a  produce  advances  muft  be 
beftowed  upon  the  foil ;  in  order  to  ;maintain 
its  productivenefs  in  an  equal  degree  of  per* 
fection  or  abundance,  a  proper  flock  of  cattle 
and  of  implements  of  hufbandry  muft  be  kept 
up;  and  the  regular  expences  which  recur 
every  year  from  one  harveft  to  the  other, 
muft  b.e  defrayed.  The  advances  upon  the 
foil  do  not  expect  the,  whole  capital  expended 
to  be  re-placed^  but  only  fuch  a  return  as  will 
pay  the  intereft  for  ever,  or  re-place  the 
capital  by  degrees  a.long  with  a  proportionate 
intereft.  The  capital  is,  as  it  were,  em- 
bodied with  the  land,  the  value  of  which  is 
increafed  in  proportion  to  its  produce  being 
improved  or  multiplied.  The  flock  advances 
require  a  gradual  compenfation  for  the  wear 
#nd  tear,  and  other  cafualties  along  with  the 
intereft.  But  the  annual  advances  muft  be 

com- 
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completely  re-placed,  together  with  the  in- 
tereft,  by  the  annual  produce,  which  mufl 
befides  leave  a  profit  to  the  undertaker. 
Hence  lands,  the  produce  of  which  does  not 
re-place  the  advances  and  profits  enumerated, 
are  generally  left  uncultivated. 

The  productions  which  the  foil  yields  every 
year  are  called  its  annual  produce  ;  their 
totality,  without  any  deduction  whatever, 
is  the  grofs  produce ;  that  which  remains 
after  the  expences  advanced  have  been  de- 
ducted, is  called  the  net  produce*  There  is 
however  fome  ambiguity  in  the  term  net 
produce,  as  it  commonly  means  whatever  the 
land-owner  receives  in  the  form  of  rent  for 
lending  his  foil  for  the  purpofes  of  cultivation. 
But  with  regard  to  the  nation  at  large,  what- 
ever  remains  after  deducting  the  neceffary 
confumption  of  the  labourers  and  under- 
takers is  really  a  net  produce,  whether  there 
be  a  fhare  left  for  rent  in  the  furplus  or  not. 
Hence  the  increafe  of  national  wealth  de- 
pends lefs  on  the  net  produce  of  the  land- 
owners and  high  profits  of  the  undertakers, 
than  upon  the  quantity  of  the  net  produce 
in  the  latter  fenfe  of  the  word,  or  upon  the 
furplus  of  produce  being  fo  confiderable,  that 
befides  replacing  the  advances  it  ferves  to 
form  frefli  capitals.  An  agriculture,  that 

befides 
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befides  the  confumption  of  the  hufbandmen 
barely  provides  a  fcanty  pittance  for  the  in- 
habitants of  the  country,  cannot  enrich  a 
nation :  but  the  wealth  of  a  nation  is  in- 
creafed  by  any  furplus  above  the  confump- 
tion, whether  it  be  the  labourers,  the  under- 
takers, or  the  land-owners  who  receive  the 
largeil  fhare  of  that  furplus. 

The  whole  community  is  mofl  powerfully 
interefied  in  the  increafe  of  raw  produce  at 
the  leaft  poffible  expence ;  but  every  indi- 
vidual co-operator  in  the  production  is  more 
interested  in  the  increafe  of  his  particular  net 
produce  or  gain.  Inilances  may  happen, 
though  only  in  countries  where  there  is  no 
perfect  freedom  of  trade  and  property,  when 
the  intereft  of  one  co-operator  in  the  produc- 
tion may  be  in  contradiction  with  the  interefl 
of  another,  and  with  that  of  the  nation  at 
large.  An  increafed  raw  produce  may  be 
fwallowed  up  by  the  wages  of  labour  and  profit 
of  ftock,  and  leave  no  addition  in  the  rent ;  in 
this  cafe  the  land-owner  as  fuch  has  no  intereft 
in  fuch  an  increafed  produce.  The  undeiv 
taker  fludies  to  derive  the  greateft  profit  at 
the  fmalleft  expence  ;  he  may  be  contented 
with  growing  a  fmall  produce  that  cofls  him 
little  in  preference  to  a  larger  one  that  cofls 
him  much,  and  as  he  rifks  lefs  and  wants  but 

a  fmall 
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3,  fmall  capital,  he  may  perfift  in  a  mode  of 
culture  which  is  highly  injurious  to  the 
country,  a  certain  proportion  of  produce 
being  loft.  Trje  intereft  of  the  labourers  is 
that  there  be  as  ma^ny  of  them  employed  as 
poffible,  which  is  moft  likely  to  be  the  cafe 
when  the  quantity  of  produce  they  obtain 
from  the  foil  is  considerable.  Their  intereft 
therefore  coincides  moft  with  the  general 
intereft,  though  it  may  in  fometimes  be  in 
oppofition  to  that  of  the  Qther  co-partners  in 
the  production. 

To  obtain  the  largeft  poffible  total  pro* 
duce  at  the  leaft  poffible  expences,  is  the 
higheft  degree  of  perfection  in  agriculture. 
It  requires  fuch  a  quantity  of  labour  as  will 
confer  upon  the  foil  the  greateft  degree  of 
fertility ;  fuch  an  extent  of  capital  as  will 
furnim  the  advances  neceffary  for  that  pur? 
pofe  ;  and  undertakers  fo  ikilled  in  the  applir 
cation  of  capital  that  the  fmalleft  quantity  of 
labour  may  occafion  the  greateft  poffible 
produce,  or  that  the  largeft  produce  may  be 
.effected  at  the  fmalleft  expence,  And  as  it  is 
the  total  produce  which  increafes  the  wealth 
of  a  country  in  proportion  to  the  magnitude  of 
the  furplus  that  is  left  to  be  converted  into 
frefh  capitals,  every  abridgment  or  fub-divi- 
jion  of  labour,  all  forts  of  machines,  and 

improve- 
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improvements  in  cultivation  have  a  tendency 
to  increafe  the  wealth  of  a  nation  by  aug- 
menting the  produce  of  the  foil  or  diminim- 
ing  the  expence  at  which  it  is  obtained. 

Whether  it  be  better  to  divide  the  lands 
into  fmall  or  large  parcels  for  the  purpofes  of 
cultivation  cannot  be  decided  in  general. 
Hufbandry  upon  a  large  fcale  appears  more 
favourable  to  improvements  in  cultivation, 
to  the  introduction  of  machines,  to  the  accu- 
mulation of  capital,  and  to  a  regular  fupply 
of  the  neceflaries  of  life.  But  in  a  country 
where  the  number  of  large  and  fmall  capitals 
is  confiderable,  it  muil  evidently  be  of  great 
advantage  to  have  farms  of  various  fizes. 
The  proportional  number  towards  each  ex- 
tremity ought  however  to  be  fmall.  It  is 
from  farms  of  the  middle  fize,  that  is  to  fay, 
from  two  to  five  hundred  acres,  that  the  com- 
munity receives  the  greateft  proportion  of 
the  common  neceflaries  of  life.  It  is  chiefly 
in  the  cultivators  of  fuch  farms  that  the 
three  principal  requifites  of  good  hufbandry 
are  met  with,  namely  capital,  Ikill,  and  in- 
duftry.  But  reverting  to  the  moil  evident 
axiom  of  political  economy,  that  capital  is  moil 
advantageoufly  employed,  when  a  given  quan- 
tity obtains  the  largeil  proportion  of^produce, 
it  follows  that  the  mo  ft  profitable  agriculture 

L  is 
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is  that  by  which  the  greatefl  furplus  of  pro- 
duce is  obtained  above  the  neceflary  con- 
fumption  of  the  cultivators  of  the  foil,  and 
that  it  will  always  be  more  advantageous  for 
the  nation  wheil  this  furplus  is  divided 
among  many  in  moderate  portions,  than 
when  it  flows  into  one  or  a  few  hands,  be- 
caufe  opulence  is  thus  more  widely  diffufed. 
Beiides,  individuals  of  moderate  fortunes 
generally  employ  their  capitals  in  a  way 
more  beneficial  to  the  induftrious  inhabi- 
tants of  a  country,  than  men  poifefTed  of 
exceffive  wealth.  Lands  or  farms  of  the 
middle  iize  appear  therefore  moft  conducive 
to  the  real  increafe  of  national  wealth  (#). 

Yet 

(a)  With  regard  to  the  controverfy  refpe&ing  large  and 
{mail  farms,  it  has  been  obferved  that  thofe  who  are  in 
favour  of  the  firft  are  chiefly  men  of  public  fpirit,  who 
have  turned  their  attention  to  agriculture,  and  having 
found  or  perceived  that  farms  of  magnitude  conducted  by 
men  of  judgment,  fpirit,  and  capital,  abound  in  corn  and 
cattle  of  the  higheft  qualities,  they  have  concluded  without 
any  further  examination  that  all  farms  mould  be  large. 
Thofe  fupporting  the  latter  pofition,  with  equal  pretenfions 
for  the  public  good,  confiil  of  minor  gentlemen,  the  clergy 
and  other  profeffional  men,  tradefmen  and  others  in  middle 
life  who  live  in  towns,  and  who  finding  the  prices  of  poultry, 
eggs  and  other  good  things,  greatly  enhanced  of  late  years, 
imagine  that  the  modern  enlargement  of  farms  mufl  be  the 
caufe,  consequently  call  out  loudly  for  a  divifion  of  large 
farms,  in  order,  it  may  be  inferred,  that  articles  of  luxury 

may 
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Yet  when  it  is  left  to  the  inhabitants  of  a 
country  to  divide  and  cultivate  the  land  as 

they 


may  become  plentiful,  not  regarding  or  perhaps  not  know- 
ing what  an  expenditure  of  poor  men's  food  is  occafioned 
by  the  rearing  and  fattening  of  poultry.  The  fame  barley 
or  other  grain  which  has  been  ufed  in  rearing  and  fattening 
a  fowl,  to  fupply  one  dim  of  an  epicure's  dinner,  would 
have  furnimed  a  labourer's  cupboard  with  bread  for  feveral 
days.  But  admitting,  what  is  obvious,  that  farms  of 
magnitude,  cultivated  by  wealthy  and  fkilful  men,  furnifh  the . 
markets  with  a  greater  proportion  of  the  common  necef- 
faries  of  life  than  fmali  ones  in  the  hands  of  poverty  and 
ignorance,  it  is  but  common  prudence  to  examine  into  the 
effects  which  would  follow  a  general  enlargement  of  farms 
to  be  managed  by  wealthy  men,  and  to  conceive  how  the 
markets  would  be  fupplied  under  fuch  a  regulation,  before 
it  be  carried  into  effect.  If  in  the  year  1801,  when  the 
country  contained  farms  of  all  fizes  and  cultivation  of  all 
defcriptions,  there  was  a  general  cry  againft  farmers  for 
keeping  back  their  corn  from  market,  what  evil  and  out-* 
rage  might  there  not  be  expected,  were  all  the  lands  of  the 
kingdom  in  the  hands  of  the  wealthy  ?  If  the  prices  of 
grain  after  harveft  mould  not  meet  their  expectations,  they 
would  in  confequence  defer  to  threm  out  more  than  for  their 
own  ufes.  And  although  they  might  have  caufe  of  repen- 
tance the  enfuing  fummer,  this  would  not  relieve  the  dif- 
treffes  of  the  poor  famimed  in  the  mean  time  ;  while  on  the 
contrary,  were  all  the  farm  lands  of  the  country  in  the  hands 
of  the  needy,  the  reverfe  would  be  the  confequence.  Pre- 
iently  after  harvefl  the  produce  would  be  hurried  to  market 
too  faft  for  the  confumption,  and  the  furplus  would  necef- 
farily  fall  into  the  hands  of  dealers,  who,  befides  referving 
on  all  occafions  an  allowable  profit,  would  have  it  in  their 
pvower  to  fix  their  own  prices  during  the  fummer  months. 
L  2  Of 
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they  pleafe,  the  individual  intereft  of  the  land- 
owners will  of  itfelf  difcover  the  moil  profitable 

mode 


Of  courfe  either  of  thefe  extremes  would  be  produ&ive 
of  ferious  eviL  What  the  community  require  with  refpe& 
to  farm  produce  is  to  have  the  markets  regularly  fupplied 
by  the  growers,  the  immediate  producers,  whether  of 
vegetable  or  of  animal  food,  without  its  paffing  through  the 
hands  of  middle  men  unneceflarily.  Hence  it  is  evident 
that  to  obtain  a  regular  fupply  of  corn  by  the  growers 
themfelves  throughout  the  year,  cultivators  of  different 
defcriptions  are  requifite ;  needy  men  who  want  an  imme- 
diate fupply  of  money  after  harveft  to  pay  fervants*  wages 
and  Michaelmas  rents  ;  men  without  affluence  who-  threfh 
out  their  corn  in  the  winter  months ;  and  opulent,  purfe- 
proud,  fpeculative  men  to  fupply  the  markets  during 
fummer  and  early  autumn.  And  this  moil  defirable  order 
of  things  England  at  prefent  happily  enjoys  in  a  confider- 
able  degree.  Nay,  even  admitting  that  the  higher  clafles 
who  refide  in  towns  are  entitled  to  the  indulgence  of 
luxuries  out  of  the  produce  of  lands,  we  ftill  perceive  the 
propriety  of  a  gradation  of  farms,  inafmuch  as  it  furmmes 
large  farms  to  feed  the  poor  and  fmall  ones  to  pamper  the 
rich.  Though  in  a  general  view  of  the  country  in  thia 
point,  no  great  alterations  are  requifite,  yet  when  examined 
in  detail,  it  admits  of  fome  improvement.  There  are 
diftricls  which  abound  too  much  in  fmall  farms,  others  in 
large  ones,  and  fome  in  farms  much  too  large  for  accurate 
management  in  any  way.  And  if  the  fubje6t  be  viewed  in 
the  light  of  good  government  and  the  permanent  welfare  of 
the  country,  a  fimilar  gradation  in  the  lizes  of  farms  appears 
to  be  confonant  with  right  reafon.  The  tenantry  of  a 
country  may  be  faid  to  occupy  the  wide  fpace  in  fociety 
which  intervenes  between  labourers  and  men  of  landed 
property  ;  and  furely  they  ought  to  form  a  regular  chain 

between 
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mode  of  culture.  Wherever  there  is  a  per- 
fect freedom  of  property  and  trade,  the  befl 
methods  of  cultivation  are  fure  to  be  intro- 
duced; and  in  fuch  countries  the  intereils 
of  the  land-owner,  of  the  farmer,  and  of  the 
labourer,  will  befl  agree  with  each  other,  and 


between  them.      But  make  the  farms  of  the  country  either 
uniformly  large  cr  uniformly  fmall,  and  a  number  of  linki 
would  be  wanting.      In  the  former  cafe  particularly,  a  wide 
breach  or  chafm  would  be  formed,  a  void  fpace  between  a 
numerous  peafantry  and  their  petty  lords  ;  a  ftate  of  civilized 
fociety  this  which   has   no  foundation  either  in  reafon   or 
found  politics,  which  require  a  regular  gradation  from  the 
peafant  to  the  prince,  and  from  the  higheft  to  the  loweft  in 
fociety  ;  fuch  a  one  as  we  fortunately  find  in  this  country  at 
this  time  (1810).    And  viewing  the  fubjedt  in  a  moral  light 
the  prefent  order  of  things  appears  to  be  nearly  right.      If 
farms  were  either  uniformly  large  or  uniformly  fmall,  induf- 
try,  frugality  and  emulation,  the  fmews  and  nerves  of  fociety, 
would  among  the   lower  claffes   in    agriculture    lofe  their 
ftmiulus.     If  a  farmer  fervant  or  a  labourer  faved  a  few 
pounds,  or  had  fifty  or  a  hundred  pounds  left  him,  he  could 
not  emplpy  them  in  his  own  line  of  life.      He  would  either 
diffipate  them,  live  on  them  as  an  idler,  or  carry  them  into 
fome  other  line  of  bufinefs.     Whereas  at  prefent,  at  leaft  in 
diftri&s  in  which  farms  of  the  fmaller  fizes  ftill  abound,  there 
are  many  inftances  of  fervants  of  the  loweft  order  rifing  to  af- 
fluence, merely  by  the  help  of  their  own  induftry,  frugality, 
and  a  natural  fpirit  of  emulation,  cherifhed  and  led  on  by 
the  gradation  of  farms, 

It  has  alfo  been  juftly  obferved  by  Mr.  Maltha,  that  the 
agriculture  of  Norway  has  advanced  fo  flowly  becaufe  there 
are  no  gentlemen  farmers]]  who  may  fet  the  example  of  im* 
proved  cultivation. 

L  3  coincide 


150  OF    CAPITAL    EMPLOYED    IN  B.  II. 

coincide  with  the  national  interefl.  The 
contradiction  or  oppofition  of  thefe  different 
interefls  can  take  place  only  in  thofe  coun- 
tries where  labourers  and  properties  are  not 
perfectly  free. 

A  furplus  of  corn  has  no  value  unlefs 
it  may  be  exchanged  for  commodities  of  a 
different  kind.  An  improved  agriculture 
fuppofes  therefore  fome  opulence  in  thofe 
who  are  cultivators  of  the  foil.  The  more 
thefe  are  inclined  to  give  for  the  produce  of 
the  fields,  the  greater  will  be  the  inclination 
of  the  hufbandman  to  increafe  that  produce^ 
and  the  larger  will  be  the  number  of  capitals 
attracted  towards  agriculture.  But  the  opu^ 
lence  of  the  non-cultivators  rnufl  confifl  in 
other  ufeful  productions,  which  they  have  to 
offer  to  the  hufbandman  for  his  furplus,  and 
which  they  may  either  have  fetched  from 
foreign  parts  or  produced  in  the  country.  The 
larger  the  quantity  of  commodities  which  the 
hufbandman  gets  for  his  productions,  the 
more  does  his  wealth  increafe,  and  the  greater 
will  be  his  exertions  to  increafe  the  produce 
of  his  fields.  Yet  if  the  other  inhabitants 
were  obliged  to  give  fo  much  of  their  com- 
modities for  the  neceffaries  of  life,  that  with 
the  utmofl  exertion  they  could  not  earn  more 
than  their  value,  wealth  would  flow  into  the 

hands 
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hands  of  the  landholders  only;  the  national 
opulence  would  not  be  augmented.  But 
when  the  non-cultivators  are  enabled  to  pur- 
chafe  the  furplus  produce  of  the  hufbandman 
with  an  inconfiderable  part  of  their  produc- 
tions or  of  their  receipts,  and  when  this  frnall 
portion  in  its  torn  obtains  many  commodities 
for  the  cultivator  of  the  foil,  the  national 
wealth  is  virtually  increafed  by  agriculture. 
The  more  wealth  is  diffufed  among  all  the 
inhabitants  of  a  country,  the  greater  is  the 
number  of  labourers  employed ;  and  the  pro- 
portionate demand  for  provifions,  which  aug- 
ments the  produce  of  the  fields,  augments 
alike  the  opulence  of  the  country. 

But  independent  of  the  food  obtained  from 
the  growing  of  corn  and  vegetables,  and  from 
the  breeding  of  cattle,  which  improves  the 
culture  of  the  foil,  men  want  materials  for 
clothing,  dwelling,  and  other  conveniences, 
which  are  alfo  the  produce  of  the  ground.* 
Thefe  materials  are  provided  in  abundance 
as  foon  as  the  nation  is  able  to  pay  their  cofl 
price.  And  as  moil  fields  proper  for  the  cul- 
tivation of  fuch  produce  are  alfo  fit  for  the 
growing  of  grain,  it  is  commonly  the  culture 
of  corn  which  in  a  populous  country  limits 
the  profit  of  the  cultivation  of  all  other  kinds 
of  productions.  Whenever  the  growing  of 
L  4  one 
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one  commodity  bears  a  higher  profit,  fields 
are  appropriated  to  that  commodity  until  its 
profit  is  again  reduced  to  a  level  with  that 
of  the  growing  of  corn,  and  whenever  the 
culture  of  any  vegetable  produces  lefs,  the 
land  on  which  it  grew  is  ploughed  again  for 
corn,  until  the  former  produce,  by  being  dimi- 
nilhed  in  quantity,  grows  fo  dear  that  its  cul- 
tivation becomes  once  more  as  profitable  as 
the  growth  of  corn.  If  things  be  left  to  their 
natural  courfe,  the  rotation  of  crops  will  be 
regulated  nearly  in  this  manner.  When  a 
country  begins  to  increafe  in  population,  all 
the  land,  which  from  its  natural  fertility 
requires  the  leafl  labour,  will  be  converted 
into  corn-fields,  the  reft  will  be  ufed  as  paf- 
tures  and  forefts.  The  cattle  fed  on  fuch 
paftures,  wThich  yields  a  poor  fupply  of  food 
compared  with  the  corn  that  might  have  been 
grown  on  the  fame,  conftitutes  the  fole  profit 
of  the  landowner :  and  as  the  breeding  of  it 
requires  little  labour  and  few  advances,  which 
is  alfo  the  cafe  refpe6ling  the  management  of 
foreft  lands,  cattle  and  wood  are  obtained  at 
very  reafonable  prices.  But  as  foon  as  the 
demand  for  corn  and  other  vegetables  in- 
creafes,  corn  rifes  in  price;  more  lands  and 
greater  expences  are  devoted  to  its  culture ; 
the  grafs  lands  are  converted  into  corn-fields, 

and 
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and  the  paflures  reduced,  till  at  length  the 
advantage  derived  from  cattle  in  the  improve- 
ment of  hufbandry  caufes  it  to  be  bred  with 
more  care,  and  graffes  to  be  grown  for  its 
fodder  (&),  when  the  breeding  of  cattle  and 
growing  of  grain  limit  each  other,  as  we  ob- 
ferved  before.  The  fame  happens  with  timber. 
As  long  as  wood  grows  alinoft  fpontaneoufly 
and  is  abundantly  to  be  had,  it  has  fcarcely 
any  value,  particularly  at  a  great  diflance 
from  populous  places :  but  when  corn  fetches 
high  prices,  many  forefls  are  converted  into 
arable  land,  and  wood  growing  fcarcer  and 
confequently  dearer,  artificial  plantations  of 
wood  become  as  profitable,  in  time,  as  the 
growing  of  corn. 

Food,  and  materials  for  clothing,  dwelling, 
and  fuel,  conftitute  the  principal  wants  of 
man.  It  is  the  abundance  of  fuch  articles 
which  lays  the  furefl  foundation  for  a  great 

(£)  Mr-  Arthur  Toung  has  remarked  that  there  is  not  a 
furer  proof  of  the  backward  Hate  of  the  country  than  that 
of  meadows  bearing  an  exorbitant  price.  When  chalk  hills 
become  covered,  as  they  ought  to  be,  with  fainfoin,  the  price 
of  meadows  links  half.  When  the  arable  lands  yield  neither 
cabbage,  turnip  nor  potatoe  for  the  winter  nourifhment  of 
cattle,  hay  is  the  only  dependence.  When  the  value  of  clover 
is  little  known,  meadows  muft  be  rated  at  too  high  a  value, 
Thefe  fimple  inftances  (hew  at  once  the  connection  and  the 
caufe, 

population. 
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population.    All  forts  of  labour  are  willingly 
performed  in  exchange  for  a  regular  fupply 
of  the  necefTaries  of  life,  and  fuppofe  a  pre- 
vioufly  accumulated  flock  of  provifions,  the 
culture  of  which  is  of  courfe  the  more  pro- 
fitable in  proportion  to  the  quantity  of  aliment 
obtained  from  a  given  field  at  a  fmall  expence, 
and  to  the  length  of  time  they  can  be  kept 
without  being  fpoiled.     The  advantages  of 
the  different  branches  of  agriculture,  breeding 
of  cattle,  horticulture,  fifheries,  and  the  chace, 
relatively  to  this  point,  are  eafily  compared. 
When  population  is  increafing  and  a  fuffi- 
cient  flock  of  provifions  accumulated,  other 
ufeful  raw  materials  contained  in  the  bowels 
of  the  earth  are  extracted  by  the  application 
of  human  labour.     Metals  and  minerals  fur- 
nifli  us  with  the  mofl  important  tools  and  im- 
plements in  the  arts,  with  the  mofl  convenient 
commodity  for  a  medium  of  exchange,  and 
with  the  mofl  agreeable  fuel;  they  greatly  add 
to  the  folidity  and  beauty  of  our  dwellings, 
and  to  the  improvement  and  decoration  of 
our  furniture  and  utenflls,  and  they  afford  us, 
befides,  innumerable  other  enjoyments,  and 
are  as  much  component  parts  of  wealth  as  the 
provifions  obtained  by  the  induflry  of  man, 
and,  like  them,  proper  objects  for  the  employ- 
ment of  capital. 

But 


CH.  III.       THE    GROWTH    OF   PRODUCE. 

But  the  employment  of  capital  in  the  pro- 
duction of  raw  materials  has  its  limits.  A  field 
can  produce  only  a  certain  quantity  of  vege- 
tables, a  mine  can  yield  only  a  certain  quan- 
tity of  metals  and  minerals.  If  more  labour 
be  applied  to  either  than  is  neceffary  to  obtain 
that  quantity,  it  is  labour  thrown  away. 
Every  field,  every  mine,  can  employ  only  a 
certain  capital.  And  although  a  highly  im- 
proved culture  or  additional  labour  may  force 
fome  foils  to  yield  more,  there  are  yet  many 
lands  that  do  not  reward  this  additional 
labour,  as  they  don't  even  produce  the  amount 
of  the  labourers'  confumption,  which  is  the 
leail  they  ought  to  produce.  No  advances 
can  be  bellowed  upon  fuch  foils ;  they  mufl 
be  devoted  to  the  growth  of  an  inferior  pro- 
duce that  requires  little  or  no  labour.  But  if 
even  an  excefs  above  the  confumption  of  the 
labourers  could  be  obtained,  the  value  of  the 
furplus  would  not  replace  all  advances,  nor 
yield  the  proper  profit.  It  is  only  a  rife  in 
the  price  of  agricultural  produce  which  can 
effect  this.  Hence  the  number  and  amount 
of  capitals  employed  in  the  cultivation  of  the 
foil  depends  chiefly  on  the  regular  price  of 
its  produce.  There  are  however  many  coun- 
tries in  which  the  ground  is  neither  fo  well 
nor  fo  generally  cultivated  as  the  price  of 

corn 
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corn  feems  to  allow,  and  as  it  would  be  done 
were  it  not  for  the  numerous  obftacles  that 
prevent  the  employment  of  capital  in  agricul- 
ture, fuch  as  the  remnants  of  the  old  feudal 
laws,  which  keep  fome  lands  infeparably  con- 
nected with  certain  families ;  laws  of  primo- 
geniture and  entail  (c) ;  lands  poiTeffed  by 
municipal  bodies,  churches,  colleges ;  the 
toleration  of  commons  ;  the  right  of  chacing 
or  hunting  on  another  individual's  foil ;  limi- 
tations in  the  ufe  and  fale  of  land,  in  the 

(^ )  It  is  true,  that  in  a  country  where  capital  overflows, 
as  in  England,  the  expedient  of  long  leafes  may,  to  a  confi- 
derable  extent;,  fupply  to  agriculture  the  means  which  are 
driven  from  it  by  primogenituremip  and  entails.  It  becomes 
in  this  manner  again  fubdivided  into  portions  which  individual 
attention  is  competent  to  embrace,  and  if  fair  and  ample  fe- 
curity  is  provided  for  the  enjoyment  of  the  produce  during 
a  fufficient  number  of  years,  adequate  motives  are  afforded  for 
confiderable  exertions,  and  the  application  of  confiderable 
capital  to  increafe  the  productive  powers  of  the  foil.  But 
how  feeble  muft  be  the  motives  for  exertion  and  expence 
where  a  man  regards  the  foil  as  the  property  of  another,  and 
reflects  that  the  produce  only  of  a  few  years  muft  be  the  fole 
reward  of  his  labours  and  rifk,  while  the  permanent  benefit 
goes  from  him  to  a  ftranger  !  How  feeble  the  motive  of  this 
man  to  the  motives  of  him  who  is  improving  his  own  fqil,  and 
confiders  that  the  benefit  of  his  exertions  may  redound  to 
his  latell  pofterity !  The  Weft  Indies  have  attracted  fo 
much  capital,  merely  becaufe  there  the  cultivator  is  at  once 
the  cultivator  and  the  owner  of  the  foil ;  and  entirely  fimilar 
is  the  operation  of  fimilar  caufes  in  the  United  States  of 
America.  See  Edin.  Review* 

mode 
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mode  of  culture  (oT),  in  the  trade  with  its  pro- 
duce (e)  ;  the  degradation  of  the  labourer  by 
flavery,  vaifalage,  villainage,  bondage ;  and 
contributions  in  kind.  Agriculture  under 
more  favourable  circumflances  would  attract 
more  capital  and  yield  a  greater  produce.  A 
country-life  is  eminently  conducive  to  health, 
and  confers  a  high  degree  of  independence 
upon  a  capitalift.  Beiides  capitals  devoted 
to  agricultural  improvements  are  moft  fe- 
curely  placed.  They  are,  as  it  were,  identi- 
fied with  the  foil ;  they  ingraft  upon  it  an 
almofl  everlafling  fertility,  which  affords  a 
perpetual  intereft.  They  procure  alfo  a 
permanent  advantage  to  the  country;  for 
once  combined  with  the  foil,  they  cannot  be 
fevered  from  the  ground  and  remain,  into 
whatever  hands  the  land  may  pafs. 

When  all  the  raw  produce  on  which  labour 
can  be  bellowed  with  profit  is  obtained,  the 
richefl  mine  of  national  wealth  is  opened,  and 
in  this  relpe6l  Bifhop  Berkeley  was  perfe6tly 
right  when  he  afferted,  that  a  nation  with  a 
large  and  fertile  territory  might  grow  richer 
every  year,  though  furrounded  with  a  wall  of 
brafs  a  thoufand  cubits  high.  But  the  foil  of 

(</)  There  was  a  law  in  Spain,  by  which  individuals  were 
even  prohibited  enclofing  their  grounds. 

(<?}  Such  as  prohibitions  to  diftil  from  corn, 

4  a  coun- 
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a  country  may  yield  the  utmoft  furplus  of 
provifions  and  raw  materials  which  it  poffibly 
can  yield.  Such  a  country,  fuppofmg  that 
the  inhabitants  cultivate  the  foil  only,  and 
purchafe  the  productions  of  arts  and  manu- 
factures with  the  furplus  of  their  raw  produce 
from  other  nations,  would,  in  that  cafe,  have 
reached  the  maximum  of  population,  as  no 
more  capitals  could  be  employed,  and  of 
courfe  no  more  labourers  maintained.  An 
inftance  of  that  kind  has,  however,  never 
occurred  yet.  As  thofe  who  have  provifions 
and  other  raw  materials  in  fuperabundance 
want  commodities  of  a  different  fort  in  ex- 
change for  their  furplus,  people  are  never 
wanting  who  fludy  to  fupply  the  growers  of 
raw  produce  with  articles  of  convenience  and 
comfort.  Hence  in  every  country  large  capi* 
tals  are  alfo  employed  upon  other  objects. 


CHAP. 
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CHAP.    IV. 

Of  the  Employment  of  Capital  in  the  Labour 
fuperadded  to  the  raw  Produce. 

TT 7ERE  men  confined  to  the  raw  produce 
*  *  of  the  foil,  their  enjoyments  would 
be  extremely  limited.  Very  few  raw  mate- 
rials can  be  ufed  in  the  form  in  which  they 
are  obtained.  Almofl  every  production  re- 
quires a  certain  modification  or  tranfmutation. 
Even  many  of  thofe  productions  which  are 
deflined  for  food,  demand  a  more  or  lefs 
complicated  preparation,  and  the  materials 
for  clothing,  building,  and  other  purpofes, 
want  the  combination  of  different  abilities 
and  powers.  A  maintenance  mufl  be  pro- 
vided for  the  labourers,  the  neceflary  raw 
materials  found,  dwellings  erected,  machines 
fet  up  and  kept  in  repair,  implements  and 
tools  procured.  All  this  requires  adequate 
capitals.  Before  fuch  are  accumulated,  the 
land-holders  devote  only  fmall  flocks  to  pro- 
cure the  ufeful  things  they  want,  and  entrufl 
the  raw  materials  to  workmen  under  their 
own  eyes,  to  whom  they  pay  wages  of  labour ; 
or  they  fell  thofe  materials  in  trifling  quan- 
tities 


1 60  OF    CAPITAL    EMPLOYE!*  B.  II. 

titles  to  thofe  workmen,  and  purchafe  them 
back  again  when  they  have  been  transformed 
into  the  fhapes  befl  adapted  for  their  ufe. 
In  either  cafe  the  fmall  capitals  thus  employed 
fwell  to  a  confiderable  amount,  and  conftitute 
an  important  part  of  the  wealth  of  a  nation. 
They  fupport  a  great  number  of  individuals, 
who  frequently  amafs  freih  capitals  out  of 
the  fmall  portions  which  pafs  through  their 
hands. 

Experience,  however,  has  mown  that  many 
commodities  may  be  procured  at  a  much  lefs 
expence,  when  an  undertaker  manufactures 
them  upon  a  large  fcale,  and  employs  different 
hands  to  perform  their  different  parts.     Indi- 
viduals who  engage  in  fuch  undertakings  are 
called  manufacturers.     It  is  the  divifion  of 
labour  which   enables  them  to  furnifh  that 
profufion  of  accommodations  with  which  the 
life    of   man    abounds    in    civilized  fociety. 
Their  capitals  mufl  be  fufficiently  extenfive  to 
purchafe  materials,  to  erect  and  repair  build- 
ings and  machines,  to  advance  the  workmen's 
wages,  and  to  keep  the  manufactured  flock 
on    hand  without    any  interruption   to   the 
manufacture,  until  it  can  be  profitably  difpofed 
of.      The  value  of  the  manufactured   com- 
modity   mufl    not   only  replace   the   capital 
advanced  for  materials  and  wages  of  labour, 

and 
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and  part  of  the  fixed  capital,  but  alfo  yield  a 
profit  adequate  to  pay  the  ufual  rate  of  in- 
tereft,  and  to  leave  a  handfome  compenfation 
to  the  manufacturer  or  undertaker  for  his 
ikill,  and  for  the  trouble,  rifk,  and  incon- 
veniencies  attendant  on  the  enterprize.  This 
net  profit  ought  to  be  fo  large  that  the  manu- 
facturer may  live  decently  upon  it  with  his 
family,  fave  fome  part  of  it  for  times  of  need, 
and  accumulate  frelh  capitals.  When  it  is 
only  adequate  to  his  fupport,  he  may,  indeed, 
employ  the  whole  capital  again :  but  the 
wealth  of  his  country,  as  well  as  his  own, 
remains  flationary  with  refpect  to  his  enter- 
prize.  When  his  profit  is  fo  inconfiderable, 
that  he  confumes  a  part  of  his  capital,  the 
national  wealth  is  a  fufferer  by  his  enterprize. 
Whatever  he  gains  above  his  neceffary  fupport 
may  be  employed  in  additional  profitable 
undertakings,  and  increafe  his  wealth. 

But  the  queilion  is,  whether  the  wealth  of  a 
nation  be  increafed  by  the  gains  of  the  manu- 
fa6lurers,  or  whether,  being  taken  from  the 
pre-exiiling  wealth  of  other  individuals,  their 
gains  ought  not  rather  to  be  confidered  as  a 
mere  transfer  of  wealth.  When  the  profits  of 
the  manufacturer  arife  from  his  augmenting 
the  quantity  and  improving  the  quality  of  his 
e-  M  comma- 
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commodity,  by  his  diligence  and  fldll  in  the 
direction  and  abridgement  of  labour,  he  pro- 
duces a  greater  amount  of  ufeful  things,  and 
evidently  helps  to  increafe  the  wealth  of  the 
country.  But  when  his  profits  are  derived 
from  an  accidental  or  artificial  rife  in  the 
price  of  his  goods,  without  their  being  either 
improved  or  multiplied,  others  lofe  what  he 
gains,  and  the  nation  is  no  ways  benefitted, 
unlefs  this  higher  price  be  chiefly  paid  by 
foreigners  in  commodities  which  have  not 
rifen  in  price. 

The  phyfiocrats  affirm  that  the  wealth  of 
a  nation  gains  no  increafe  whatever  from  the 
productions  of  art  and  manufactures ;  that 
they  occaiion  a  mere  barter  of  commodities, 
which  only  preferves  the  original  wealth  of 
the  country  under  another  form.  "  All  the 
"  manufactured  goods  of  a  country,"  fay 
they,  "  are  paid  for  with  that  furplus  of  raw 
"  produce  which  remains,  after  deducting  the 
u  consumption  of  the  cultivators  and  land- 
"  owners  ;  the  aggregate  of  the  manufactured 
"  goods  is  worth  as  much  and  no  more.  It 
"  reprefents  the  furplus  of  the  raw  produce, 
"  and  preferves  it  longer  in  ufeful  lhapes  and 
"  forms.  It  is  only  a  derivative  wealth  which 
"  can  never  exceed  the  value  of  the  raw  pro- 

vp  "  duce 
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"  duce  given  in  exchange.  It  cannot  enter 
w  into  the  account  of  national  wealth.  This 
*<  confiils  limply  in  the  annual  furplus  of  the 
"  raw  produce  of  the  foil,  which  is  always 
"  equal  to  the  value  of  all  the  productions 
"  of  arts  and  manufactures  obtained  in  the 
"  courfe  of  the  year." 

The  fallacy  of  this  argument  is  obvious. 
It  is  not  true  that  the  manufactured  articles 
are  not  worth  more  than  the  raw  produce 
employed  in  and  cpnfumed  during  their 
fabrication.  Belides  food  and  other  raw 
materials,  manufacturers  want  commodities 
and  perfonal  fervices,  which  are  not  pur- 
chafed  with  raw  produce.  Even  the  moil 
common  day-labourer  purchafes  other  com- 
modities than  victuals  with  part  of  his  labour. 
The  furplus  of  the  value  of  manufactured 
productions,  above  the  raw  materials  con- 
fumed,  is  a  value  abfolutely  unconnected 
with  the  value  of  any  raw  produce.  It  is 
with  one  part  of  their  work  only  that  the 
manufacturers  reprefent  the  furplus  of  raw 
produce  obtained  in  the  country.  With  the 
remainder  they  obtain  other  valuable  com- 
modities, and  one  manufactured  article  is 
compenfated  with  another  without  any  inter- 
vention of  raw  produce.  As  far  as  manu^ 
factured  goods  exceed  the  value  of  the  furplus 
&  2  of 
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of  the  produce  of  the  foil  confumed  in  and 
during  their  fabrication,  they  actually  forni 
a  real  primitive  increafe  of  national  wealth, 
which  has  no  correfpondent  value  in  the  raw 
produce  of  the  country,  but  forms  an  inde- 
pendent new  value. 

Manufactures  yield  a  net  produce  like 
agriculture.  The  net  produce  of  agriculture, 
namely,  does  not  proceed,  as  has  been 
imagined,  from  the  circumflance  that  the 
natural  powers  of  the  foil  produce  fomething 
without  labour.  The  natural  powers  of  the 
manufacturer  do  the  fame.  His  genius,  his 
{kill  contribute  as  much  to  the  profitable 
tranfmutation  of  raw  materials  and  augmenta- 
tion of  ufeful  commodities,  as  the  natural 
properties  of  the  foil  do  to  the  improvement 
and  increafe  of  the  fruits  of  the  earth.  And 
are  not  fire,  water,  and  air,  which  affifl  the 
manufacturer's  labour,  natural  powers  too  ? 
The  net  produce  or  rent  in  agriculture  arife's 
only  from  the  land-owner  having  it  in  his 
option  to  withhold  his  land  from  cultivation, 
until  the  farmer  agrees  to  give  him  part  of  its 
produce,  in  return  for  his  permiffion  to  ufe 
his  property  for  the  purpofes  of  cultivation. 
But  it  is  for  the  very  fame  reafon  that  the 
manufacturer  obtains  a  net  produce.  He 
withholds  the  genius,  the  Ikill,  the  talents 

necefiary 
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neceffary  for  the  profitable  employment  of 
capital  in  manufa6ture,  until  he  obtains  a 
net  profit.  The  only  difference  is  this,  that 
the  land-holder  is  owner  of  external,  and  the 
manufacturer  of  internal  nature.  As  both 
concur  in  producing  ufeful  things,  thofe  who 
want  either  mud  pay  for  them.  Genius  left  to 
itfelf  may  fometimes  produce  fomething  by 
way  of  amufement,  juft  as  foil  left  to  itfelf 
fometimes  yields  valuable  fpontaneous  pro- 
ductions. Both  produces  have  no  exchange- 
able value  before  they  are  wanted.  If  by  a 
Ikilful  application  of  capital  the  manufacturer 
multiplies  ufeful  things,  ib  that  their  coil 
price  is  lefs  than  before,  he  fenfibly  increafes 
the  wealth  of  the  nation.  Whilfl  he  derives  a 
greater  profit  from  his  talent,  the  confumers 
of  his  commodity  obtain  more  objects  of 
enjoyment.  The  more  varied  and  multiplied, 
and  the  cheaper  the  manufactured  goods  of  a 
country,  the  greater  is  the  power  of  a  nation 
to  fupply  its  wants. 

The  fertility  of  the  foil  is  circumfcribed 

within  certain  bounds.     Its  cultivation  admits 

only   of  a   certain   quantity    of  labour   and 

capital,   confequently    it   is   only  a    certain 

number  of  individuals  that  can  live  by  agri- 

^ cultural    purfuits.      Manufactures    have    no 

other  limits  than  that  their  articles  cannot  be 

M  3  multi- 
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multiplied  beyond  the  value  of  exchange. 
But  as  human  invention  is  every  day  dif- 
covering  new  objects  of  enjoyment,  andfrefh 
improvements  in  the  accommodations  of  life, 
a  progreffive  increafe  of  capitals  may  be  em- 
ployed in  manufactures  almoft  ad  injinitum. 
The  extenfion  of  manufactures  is  alfo  a  prin- 
cipal caufe  of  the  rife  in  the  value  of  provifions, 
and  confequently  of  an  improved  agriculture. 
By  augmenting  the  number  of  labourers,  it 
increafes  the  demand  for  food,  and  occalions 
a  more  perfect  mode  of  culture  in  good  foils, 
at  the  fame  time  that  it  pays  the  expences 
for  attempting  the  tillage  of  poor  lands.  And 
the  value  of  this  increafed  produce  is  not 
only  re-placed  or  compenfated  by  the  manu- 
factured goods,  but  whatever  is  manufactured 
above  that  value  is  a  clear  addition  to  the 
wealth  of  the  nation.  Befides,  as  manufac- 
tured goods  are  always  wanted  by  the  owners 
of  raw  materials,  a  manufacturing  country, 
the  raw  produce  of  which  is  infufficient  for 
its  home  confumption,  is  generally  enabled  to 
import  fuch  raw  produce  from  foreign  nations 
in  exchange  for  its  manufactured  commo- 
dities, 

As  provifions  and  corn  in  particular  are 
imiverfally  wanted,  agriculture  attracts  the 
firft  attention  of  every  civilized  people.  No 

country 
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country  can  pur  chafe  grain  from  another  as 
cheap  as  it  may  be  grown  at  home,  if  the 
land  be  fertile.  The  cultivation  of  good  foils 
is  altvays  the  firfl  occupation  ;  and,  as  long  as 
the  inhabitants  are  few,  provilions  are  cheap, 
but  labour  is  very  dear,  efpecially  when  there 
is  a  confiderable  exportation  of  food.  The 
greateft  part  of  the  produce  pays  for  labour, 
rents  are  unimportant,  and  manufactured 
goods  are  obtained  from  fuch  countries  where 
labour  is  cheap  and  provifions  dear.  Under 
fuch  circumilances  agriculture  is  more  pro- 
fitable than  manufactures,  a&  has  been  hitherto 
(1811)  the  cafe  with  the  greatefl  part  of  the 
United  States  of  America.  But  when  the 
growing  of  corn  coils  more  labour  than  what 
it  can  be  purchafed  for  from  abroad,  it  is 
evidently  more  advantageous  for  a  country 
to  apply  preferably  to  manufactures,  and  to 
leave  thofe  portions  of  its  foil  which  require 
too  much  labour  and  capital,  the  produce  of 
previous  labour,  in  an  uncultivated  flate,  until 
provifions  can  no  longer  be  obtained  from  other 
nations  at  a  low  price.  The  obloquy  thrown 
upon  England  for  applying  fo  much  to  manu- 
factures, and  importing  corn  from  abroad,  is 
therefore  undeferved.  The  effects  of  impor- 
tation, even  at  a  high  price,  are  always 
ultimately  beneficial;  they  afford  the  moft 
M  4  power- 
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powerful  incitement   to   the   cultivation    of 
wafte  lands  and  poor  foils. 

It   is    an   unerring    principle   in   political 
economy,  that  the   cheaper,  or  the   fmaller 
the  quantity  of  labour  with  which,  commodi- 
ties of  all  kind  are  pur  chafed  or  grown,  the 
richer  and  the  happier  the  nation.      Every 
one    then    obtains     much    for    his  labour, 
enjoyments    are   multiplied,   the    furplus   of 
commodities  is   enlarged,    and  a  vafl  addi- 
tion   made    to    the    capital   of   the  nation. 
There  are  inftances,  however,  in  which  high 
prices  may  be  confidered  as    a  fign  of  in- 
creafed   and    increafing  opulence.      When  a 
rife  in  the  price  of  commodities  proceeds  not 
from   a   diminution   of  flock,   but   from  an 
increafed  demand,  it  denotes  an  augmented 
power  to  purchafe,  or  greater  wealth.     The 
higher  price  pays  more  labour,  a  larger  pro- 
duce   is    obtained,    and    wealth    of    courfe 
increafed.     This  is  generally  the  cafe  with 
agricultural  produce.      The  more  labour  is 
beftowed  on  the  foil,  the  more  corn  is  grown, 
and  this  labour  may  be  continued  with  advan- 
tage as  long  as  its  produce  exceeds  the  con- 
fumption   of  the   labourers.     But   the  more 
the  growing  of  corn  cofts,  the  higher  is  its 
price.     Corn,  therefore,  muft   be   dearer   in 
proportion  to  the  increafe  of  the  population 
i  which 
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which  wants  to  be  fed,  and  to  the  growing 
opulence  of  the  nation  at  large.  A  more 
exteniive  cultivation  of  the  foil  is  a  confe- 
quence  of  labour  becoming  cheaper  by  means 
of  an  increafed  population  ;  the  labourers  re- 
ceive a  fmaller  portion  of  produce  as  wages, 
and  the  remainder  goes  to  augment  the  profits 
of  Hock.  But  the  higher  raw  produce  rifes, 
the  more  do  manufactured  commodities 
decline  in  price.  In  proportion  as  the 
demand  for  the  latter  increafes,  they  are 
multiplied  and  improved,  and  they  attract 
large  capitals  and  numerous  fkilful  under- 
takers. By  the  help  of  machines  and  an 
intelligent  fubdivifion  of  labour,  much  is 
produced  at  a  fmall  expence ;  confequently 
a  fmall  quantity  of  corn,  which  coils  much 
labour,  will  purchafe  many  manufactured 
articles,  which,  from  the  improved  progrefs 
of  the  workmen,  coft  but  little  labour.  Manu- 
factured goods  never  fail  to  grow  cheap,  in 
proportion  as  corn  gets  dear.  Where  this  is 
the  cafe,  capitals  are  rapidly  increafed,  and 
their  competition  in  feeking  for  employment 
lowers  the  rate  of  intereft.  The  v  labour 
of  the  undertakers  grows  alfo  cheaper,  be- 
caufe  their  numbers  and  their  ikill  are 
increafed. 

When 
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When  wealth  and  population  are  progreffive 
in  a  country,  agriculture  and  manufactures 
advance  both  with  equal  Heps,  but  on  dif- 
ferent principles.  The  rents  of  good  foils 
increafe,  and  the  raw  produce  obtains  higher 
prices,  in  fpite  of  its  being  augmented  every 
year  on  account  of  thofe  higher  prices  ;  whilil 
in  proportion,  as  opulence  is  diffiifed,  profits 
of  flock  and  the  rate  of  interefl  decline  :  but 
the  aggregate  of  the  lower  profits  of  a  rich 
country  remains  flill  greatly  fuperior  to  the 
total  amount  of  the  higher  profits  of  a  poor 
one.  The  profits  of  manufacturers  are 
alfo  progreffively  diminifhing,  and  their 
produce  declining  in  price,  becaufe  it  is 
more  multiplied  by  art,  that  is  to  fay,  pro- 
duced at  lefs  expence.  But  though  the 
rents  of  land  be  rifing,  capitals  cannot  be 
more  profitably  employed  in  land  than  in 
manufactures,  for  the  price  of  land  rifes  with 
its  rents.  He  only  who  has  purchafed  land  in 
•bad  times  is  a  gainer,  whilfl  he  who  has 
bought  moveable  property  in  bad  times  is  a 
fufferer  by  the  increafe  of  national  wealth, 
for  the  rate  of  interefl  finks,  and  an  equal 
quantity  of  capital  commands  lefs  food  than 
before.  He  lofes  in  a  two-fold  manner. 

There  are,  however,  many  enterprizes 
which  cannot  be  well  conducted  upon  a  large 

fcale 
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fcale.  They  require  conftant  attention,  and 
their  produce  not  being  wanted  in  large 
quantities,  they  cannot  employ  large  capitals. 
Even  in  the  moil  wealthy  countries  fuch 
undertakings  are  left  to  fmall  capitalifls,  who 
combine  the  functions  of  undertaker  and 
labourer,  or  who  fuperintend  an  inconfiderable 
number  of  workmen.  Many  labours,  betides, 
cannot  be  performed  before-hand,  but  mufl 
be  executed  on  the  fpot  where  they  are 
wanted.  The  amount  of  capitals  employed 
and  accumulated  in  thefe  occupations  is  in 
every  country  extenfive,  and  always  in  pro- 
portion to  the  opulence  diffufed  among  the 
inhabitants. 

When  the  employment  of  capital  is  un- 
Ihackled,  every  undertaker  chufes  what  he 
conceives  the  moll  profitable  undertaking; 
the  profits  are  pretty  nearly  upon  a  level  and 
the  gain  of  one  undertaking  is  generally  not 
much  above  that  of  another.  If  the  profit 
of  any  enterprize  be  known  to  be  great,  it 
immediately  attracts  more  capital,  which  cir- 
cumflance  foon  reduces  it  to  the  general 
flandard ;  or  if  an  undertaking  be  attended 
with  much  rifk,  or  if  on  account  of  the  rare 
talents  and  fkill  which  it  requires,  it  be  un- 
dertaken by  a  few  individuals,  a  greater  pro- 
fit is  enforced  :  but  as  fuch  undertakings  are 

generally 


172  OF    CAPITAL    EMPLOYED,  &C.  B.  II. 

generally  expofed  to   fluctuations  and  loifes, 
the  natural  gain  upon  the  whole  is  perhaps 
not  increafed.      When  capitals  are  forcibly 
diverted  from  certain  employments,  the  un- 
dertakers  are   enabled  to   gain   more,  they 
have  it  in  their  power  either  to  difpofe  of 
their  commodities  at  a  higher  price  or  to  fell 
inferior  articles.     They  are  then  in  the  aclual 
poffeffion  of  a  monopoly.     When  certain  foils 
yield  exclufively  a  commodity  much  in  re- 
queft,  as  the  finer  wines  of  the   Cape   and 
Hungary,  in  which  cafe  the  higher  profit  goes 
to  the  land-owner  in  the  form  of  rent ;  or 
when  an  individual  is   pofleffed  of  fuch  ex- 
traordinary talents  that  no  one  can  vie  with 
him   in  the  performances   of  his   art ;    the 
monopoly  may  be  called  a  natural  one.     But 
when   it    arifes  from  privileges  authorizing 
only  one  or  a  few  individuals  to  carry  on  a 
certain  bufinefs ;  or   from  corporations,  com- 
panies, &c.  which  render  the  accefs  to  cer- 
tain   undertakings    difficult    or  fubjecl:   the 
undertakers  to  a  long  and  tedious  apprentice- 
ihip,  the  monopoly  is  an   artificial  one,  and 
contrary  to  the  general  interefls  of  the  nation. 


CHAP. 
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CHAP.     V» 

Of*  the  Employment  of  Coital  in  Commerce. 

COMMERCE  or  trade  in  general  bufies 
^-y  itfelf  with  the  purchafe  of  commodities 
for  the  purpofe  of  felling  them  again.  It 
conveys  the  fuperabundant  commodities  of 
one  place  to  the  fpot  where  they  are  wanted. 
Nature  has  given  to  almoil  every  country  a 
peculiar  production  ;  to  England  her  tin  and 
her  coals,  to  Sweden  her  iron,  to  Portugal 
her  wines,  to  China  her  tea,  and  to  Peru  her 
gold  and  filver.  Commerce  takes  the  fur- 
plus  of  one  country  or  of  one  individual  to 
transfer  it  to  the  country  or  to  the  individual 
that  is  in  need  of  that  furplus.  This  it  ac- 
complifhes  by  re-placing  to  thofe  who  have  a 
furplus  of  a  certain  article,  the  value  of  that 
furplus  in  fuch  commodities  as  they  happen 
to  want.  He  who  makes  commerce  or  trade 
his  principal  occupation  is  a  merchant^ 
tradefman,  dealer,  &c. 

Commerce,  as  it  depends  not  upon  a  com- 
petition but  upon  a  combination  of  interefts, 
is  befl  fupported  by  a  perfect  freedom  of  in- 
tercourfe.  The  greater  the  range  of  the  mer- 
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chant,  the  more  confiderable  are  the  benefits 
which  he  confers.  On  one  hand  he  renders 
fervice  to  the  growers  and  manufacturers  by 
faving  them  the  trouble  of  looking  out  for 
buyers,  and  by  re-placing  immediately  the 
value  of  their  commodities,  which  enables 
them  to  produce  new  ilocks.  On  the  other 
hand  he  renders  fervice  to  the  confumers  by 
faving  them  the  trouble  of  looking  out  for 
the  commodities  which  they  want.  The 
value  of  a  commodity  is  never  complete  be- 
fore the  commodity  reaches  its  confumer. 
Whatever  expence  it  incurs  till  it  gets  to  his 
hands,  is  its  real  cofl  price.  Were  the  grower 
or  manufacturer  obliged  to  look  out  for  the 
confumer,  the  latter  mufl  refund  him  the 
expences  this  occalions  ;  were  the  confumer 
obliged  to  go  to  the  grower  or  manufacturer 
for  the  commodity  he  wants,  he  muft  add 
the  expences  incurred  to  the  purchafe-price, 
in  order  to  afcertain  the  whole  value  of  the 
commodity.  The  merchant  performs  this 
office  in  general  much  cheaper  than  the 
grower,  the  manufacturer  or  the  confumer; 
and  in  moil  cafes  the  price  of  goods  is  the 
lowed  when  their  collection  and  conveyance 
to  market  are  effected  by  individuals  who, 
having  devoted  themfelves  exclufively  to  it, 
have  acquired  particular  fldll  and  dexterity 

in 
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in  the  bufinefs.  But  the  induilry  of  the 
merchant,  like  the  labour  of  the  grower  and 
manufacturer,  muft  be  compenfated.  By 
completing  the  ufefulnefs  of  the  commodity 
at  the  loweft  poffible  expence,  he  imparts  to  it 
a  real  additional  value  and  confequently  helps 
to  increafe  the  wealth  of  the  nation. 

This  additional  value  imparted  by  trade 
to  any  commodity  is  equal  to  the  interefl  of 
the  capitals  employed  in  its  purchafe,  con- 
veyance, and  houfing,  till  it  reaches  the  con- 
fumer,  and  to  the  profits  of  the  perfons  con- 
cerned in  thefe  tranfa6tions.  The  furplus  of 
intereft,  profit,  and  wages  of  labour  above 
the  confumption  neceffary  for  the  carrying 
on  of  their  bufinefs  which  the  individuals 
engaged  in  trade  derive  from  the  increafed 
coft  price  of  goods,  is  the  exact  proportion  in 
which  the  national  wrealth  is  directly  in- 
creafed. Though  other  commodities  be 
confirmed  during  the  operations  of  com- 
merce, they  yet  don't  amount  to  the  whole 
value  of  the  labours  or  fervices  performed  ; 
part  of  this  value  remains  as  a  frefh  capital 
in  the  hands  of  the  merchants,  bankers, 
dealers,  labourers,  mariners,  waggoners,  ware- 
houfemen,  &c.,  and  forms  a  real  increafe  of 
national  wealth.  That  this  additional  value 
is  paid  for  by  the  confumers  in  other  com- 
3  moditiea, 
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modities,  detracts  nothing  from  its  beneficial 
effect,  fince  the  confumers  obtain  a  complete 
equivalent  in  the  purchafed  commodity. 

But  the  principal  advantage  of  commerce 
is  that  it  enables  us  to  get  what  we  want  by 
giving  what  we  have  no  ufe  for,  and  flimu- 
lates  our  induflry  to  increafe  that  furplus 
which  is  good  for  nothing  elfe  but  to  be 
exchanged  for  other  ufeful  commodities.  It 
is  mediately  or  indirectly  that  commerce 
helps  moil  to  increafe  the  wealth  of  nations. 
It  takes  the  furplus  of  whole  provinces  and 
diflant  countries,  and  conveys  to  them  an 
equal  value  in  the  commodities  which  they 
want ;  their  furplus  of  courfe  would  not 
have  been  produced,  had  it  not  been  for  the 
hope  that  commerce  would  fetch  it  away. 
It  provides  the  undertakers  with  freih  capi- 
tals the  inflant  their  goods  are  finiflied,  and 
by  enabling  them  to  continue  their  bufinefs 
without  interruption,  it  keeps  their  activity 
and  induflry  alive.  It  faves  the  confumers 
confiderable  expences,  and  affords  them  every 
commodity  at  the  lowrefl  poffible  price.  An 
artificial  rife  in  the  profits  of  the  individuals 
engaged  in  commerce  has  no  better  effect  on 
the  increafe  of  national  wealth  than  any 
other  artificial  rife  of  prices.  The  con- 
fumers in  that  cafe  are  fufferers  by  the  furplus 

which 
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which  the    merchants   receive  improperly ; 
they  are  obliged  to  part  with  a  greater  por- 
tion of  their  property  than  is  needful,  and 
their    means    of  enjoyment    are    abridged. 
The    national    wealth    would    actually    be 
diminimed  if  thofe   who   reap   the  artificial 
benefit  might  have  derived  equal  profits  from 
other  fair  employments  of  capital.      Com- 
merce, far  from  increafmg  national  wealth,  has 
rather  a  contrary  tendency  when  its  profits 
are  effected  either  by  monopolies,  companies, 
corporations,  and  any  other  artificial  regula- 
tions, or  by  accidental  circumflances  which 
drive  the    market  price  far  above  the   coll 
price,  and  by  gambling  {peculations. 

Trade  in  general  may  be  divided,  with  re- 
gard to  the  quantity  of  commodities  fold,  into 
wholefale  and  retail  trade ;  with  regard  to 
the  countries  where  the  purchafes  and  fales 
take  place,  into  the  inland  or  home  and 
foreign  trade  ;  and  with  regard  to  its  parti- 
cular object,  into  a  confumption,  tranfit,  and 
carrying  trade. 

The  wholefale  trade  replaces  the  capital  of 
the  growers  and  manufacturers ;  and  the  retail 
dealers  taking  their  goods  of  the  wholefale 
traders  replace  their  capitals,  and  obtain  their 
own  advances  back  again,  in  fmall  portions, 
from  the  confumers. 

N  The 
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The  inland  or  home  trade  is  that  which  is 
carried  on  between  the  inhabitants  of  the 
fame  country.  It  confiils  in  the  exchange 
of  the  fuperabundant  commodities  of  one 
place  or  province  for  thofe  of  another.  Both 
trading  places  or  provinces  are  gainers  by 
this  tranfaction.  One  parts  with  a  furplus 
which  has  no  value  but  as  far  as  it  obtains 
more  ufeful  commodities  in  exchange,  and 
the  other  receives  goods  preferable  to  its 
own  fuperabundant  produce.  Both  encou- 
rage the  further  production  of  their  commo- 
dities by  compenfating  their  value  to  each 
other.  Their  advantages  are  reciprocal. 
Each  obtains  from  the  other  a  capital  which 
is  more  profitably  employed,  and  if  thefe 
capitals  be  of  the  fame  amount  and  equally 
well  applied,  they  both  grow  rich  in  the 
fame  proportion.  .  If  one  employs  only  na- 
tive labourers  and  the  other  pays  alfo  for 
foreign  labour,  that  province  which  employs 
its  whole  capital  at  home,  is  the  greatefl 
gainer,  though  the  other  is  by  no  means 
a  fuiferer  ;  only  its  profits  are  lefs. 

Foreign  commerce  is  either  a  foreign 
trade  of  confumption,  or  a  tranfit,  or  a  mere 
carrying  trade.  The  firfl  confifls  in  con- 
veying home  produce  to  a  foreign  country 
and  importing  foreign  commodities  for  it  in 

return  j 
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return  ;  the  fecond  in  conveying  foreign 
goods  through  our  own  country  to  a  foreign 
country  with  the  afliilance  of  either  our 
own  or  foreign  capital ;  the  lafl  in  carrying 
foreign  commodities  from  one  foreign  coun~ 
try  to  another. 

The  foreign  trade  of  confumption  intro- 
duces new  commodities,  and  is  in  fac~l  merely 
an  extenfion  of  that  divifion  of  labour,  by  which 
fomany  benefits  are  conferred  upon  the  human 
race.  If  one  country  produced  no  corn,  but 
raifed  twice  as  much  cotton  as  it  had  any 
ufe  for,  and  another  had  a  great  fuperfluity  of 
corn  but  no  materials  for  clothing,  the  com- 
merce between  the  two  countries  would  be 
highly  beneficial  for  both,  as  it  would  ilimu- 
late  both  countries  to  enlarge  the  quantity  of 
of  their  exchangeable  produce,  A  foreign 
trade  of  confumption  affords,  however,  only 
half  of  the  advantages  which  are  derived 
from  an  inland  trade.  One  capital  only 
occupies  the  induftry  of  the  country  and  in* 
creafes  its  gains,  the  other  has  the  fame  bene- 
ficial confequences  in  favour  of  the  foreign 
country.  The  nation  again  which  furnifhes 
the  other  with  nothing  but  home  produce,  is 
more  benefitted  than  that  which  is  obliged  to 
give  part  of  foreign  produce  in  exchange. 

Yet  if  a  nation  is  in  want  of  a  produce, 
N  2  which 
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which  either  grows  or  may  be  had  abroad 
cheaper  than  at  home,  it  is  evident  that  it 
cannot  obtain  that  produce  unlefs  it  confents 
to  tranfmit  a  capital  to  the  foreign  country, 
and  that  it  would  facrifice  a  flill  larger  capi- 
tal if  it  attempted  to  grow  the  produce  at 
home,  fince  it  could  have  produced  an  equal 
value  in  other  commodities  and  flill  kept  a 
furplus  if  it  had  exchanged  thofe  commo- 
dities for  the  cheaper  foreign  produce.  A 
nation  is  always  a  lofer  if  it  perfifls  in  pro- 
ducing commodities  which  it  can  purchafe 
cheaper  abroad.  The  quicker  the  merchants* 
capitals  are  replaced,  the  more  advantageous 
it  is  to  the  country ;  they  may  be  fo  much 
more  frequently  applied  to  the  growing  or 
producing  of  frefh  commodities.  LHence  the 
trade  with  adjacent  provinces  and  not  far 
diflant  countries  is  more  advantageous  than 
the  trade  with  remote  provinces  and  far 
diflant  countries.  The  trade  with  colonies 
is  in  fa6l  a  mere  extenfion  of  the  home-trade. 
It  is  beneficial,  becaufe  it  occasions  an  exten- 
fion of  navigation,  and  employment  for  a 
fuperfluous  population  and  fuperfluous  capital. 
But  a  monopoly  of  colonial  trade  is  by  no 
means  necefTary  to  the  commercial  profperity 
of  a  country.  As  for  the  quality  of  the  goods 
imported,  there  is  no  doubt  but  that  the 

nation 
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nation  which  purchafes  commodities  of  a 
iblid  fubflance  and  of  long  duration  increafes 
its  wealth  in  a  more  fubftantial  manner  than 
that  which  imports  objects  of  luxury,  trifles, 
and  produce  that  is  foon  confumed,  but  the 
latter  derives  more  immediate  enjoyment 
from  its  foreign  commerce.  The  ufe  which  a 
nation  makes  of  the  goods  purchafed  abroad 
is  of  no  confequence  whatever  in  afcertaining 
the  benefit  of  foreign  commerce  ;  the  quef- 
tion  is  merely  whether  a  nation  obtains  a 
capital  equal  to  its  own  in  return.  The 
mode  of  applying  the  commodities  imported 
is  not  regulated  by  the  trade  but  by  the 
wants  of  the  nation. 

The  tranfit  trade  is  profitable  to  the  mer- 
chants whofe  capitals  are  embarked  in  it,  and 
to  the'individuals  concerned  in  the  conveyance 
of  the  foreign  commodities,  fuch  as  commif- 
lioners,  carriers,  innkeepers,  mariners,  &c. 
But  the  capital  reprefented  by  thofe  commo- 
dities yields  no  benefit  to  the  country,  except 
the  clear  profits  of  the  individuals  engaged  in 
the  tranfit  trade. 

The  carrying  trade  affords  no  benefit  but 
to  the  merchants  whofe  capitals  are  embarked 
in  the  fame.  They  occafion  no  beneficial 
re -production  of  commodities  except  as  far 
as  national  fhips  are  concerned. 

N  3  Every 
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Every  merchant  employs  his  capital  pre- 
ferably in  that  trade  which  promifes  the  moft 
ample  and  moft  certain  profits.  Thefe  are 
beft  fecured  by  the  inland  trade.  It  deals 
with  the  cheapeft  and  moft  neceffary  com- 
modities, and  is  always  able  to  obtain  correct 
information  about  the  refpeclability  of  its 
cuftomers.  The  quicknefs  of  its  returns 
facilitates  the  frequent  employment  of  the 
fame  capital,  and  if  any  litigious  matter  oc- 
curs, the  merchants  are  more  within  reach  of 
legal  redrefs  by  law-proceedings  with  which 
they  are  familiarly  acquainted.  Capitals  will 
freely,  flow  to  the  home  trade  as  long  as  they 
find  any  employment.  Their  next  direction 
is  towards  the  foreign  trade  of  confumption  ; 
when  the  preference  is  generally  given  to 
the  trade  with  countries  that  are  not  very 
diftant,  from  motives  fimilar  to  thofe  which 
aflign  the  firft  rank  to  the  inland  trade.  No 
capitals  of  confequence  are  embarked  in  the 
tranfit  and  carrying  trade  before  the  foreign 
trade  of  confumption  is  in  full  vigour.  Such 
at  leaft  is  the  moft  conftant  courfe  of  com- 
merce ;  its  deviations  proceed  from  circum- 
ftances  peculiar  to  the  countries  where  they 
take  place. 

When  the  capital  of  a  nation  is  fcarcely 
fufficient  for  its  home  trade,  the  profits   of 

flock 
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flock  are  generally  very  high ;  this  ocea- 
fions  an  influx  of  capital  from  countries  where 
the  profits  of  flock  are  low ;  and  although  the 
foreign  capitalift  be  a6luated  by  the  fole 
view  of  lucre,  he  yet  confers  a  fignal  benefit 
on  the  poorer  country,  by  enabling  it  to  carry 
on  its  different  inland  concerns  with  the  ad- 
ditional vigour  derived  from  his  capitals,  as 
far,  namely,  as  fuch  capitals  are  really  em- 
ployed in  productive  undertakings.  Were 
they  not  fo  employed,  they  would  rather  tend 
to  impoverifh  the  country,  fihce  the  interefl 
and  the  capitals  mufl  in  that  cafe  be  paid  out 
of  flocks  already  extant  or  previoufly  accu- 
mulated. But  the  foreign  trade  of  confump- 
tion  as  well  as  the  tranfit  and  carrying  trades, 
are  in  a  far  greater  degree  fupported  by 
foreign  capital.  When  this  capital  is  obtained 
as  a  loan,  the  country  enjoys,  independent  of 
other  advantages,  the  profit  of  the  under- 
taker ;  the  interefl  paid  to  the  foreigner  forms 
but  an  inconfiderable  part  of  the  .gain  made 
with  his  flock.  As  long  therefore  as  the 
home  capital  may  be  more  profitably  em- 
barked in  any  other  concern  than  that  to 
which  the  foreign  capital  is  applied,  it  muft 
be  advantageous  to  trade  with  foreign  capital. 
Were  the  inland  capitals  attra6led  to  foreign 
commerce  by  any  artificial  means,  the  profits 

N  4  of 
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of  flock  in  the  home  trade  would  rife  to  an 
unnatural  height,  many  labourers  would  be 
left  without  work,  and  all  forts  of  produce* 
owing  to  the  fcarcity  of  capitals  and  their 
great  profits,  would  bear  an  enormous  price. 
A  few  individuals  in  the  nation  would  be 
gainers,  but  the  largefl  number  by  far  would 
grievoufly  fuffer.  And  were  the  foreign 
capitals  driven  from  the  country,  all  the 
benefit  which  accrues  to  the  nation  from, 
their  application,  would  be  loft. 


CHAP. 
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CHAP.  VI. 

Of  the  Employment  of  Capital  in  procuring 
perfonal  Services. 

TJERSONAL  fervices,  or  fervices  performed 
•*•     by  individuals  to  fatisfy  the  wants,  add  to 
the  comforts  or  heighten  the  enjoyments  of 
others,  either  fave  them  time  and  trouble,  or 
effeel  fomething  for  them  which  they  could 
not  have  accomplifhed  by  themfelves.     How 
far  fuch  fervices   are  ufeful   has  been  feen 
above.  [B.  i.  CH.  vii.]  Their  reward  generally 
coniifts  in  material  goods  which  mufl  have 
been  previoully   acquired  by  labour;    it  is 
therefore  a  kind  of  employment  of  capital. 
The  acquifition  of  perfonal  accomplishments 
or  great  proficiency  in  arts  and  fciences  which 
the  performance  of  the  nobler  fort  of  fervices 
requires,  is  alfo  impoffible  without  the  affifl- 
ance  of  previouily  accumulated  capitals.     As 
they  do  not  fubilitute  any  material  good  in 
the  place  of  what  they  confume,  thofe  who 
devote  themfelves  to  the   fludy  and  to  the 
inftruction  of  arts  and  fciences,  mull  alike  be 
maintained,   though  their  labours   have  no 
or  immediate  tendency  to  the  produc- 
tion 
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tion  of  material  wealth.  Their  fervices  con- 
ilitute  a  kind  of  perfonal  wealth;  they  are 
not  accounted  commodities,  not,  as  fome  have 
thought,  becaufe  perfonal  fervices  are  inflantly 
over  and  leave  nothing  behind,  for  this  is  the 
cafe  with  many  material  things  befides  food. 
A  muiician  afle6ls  our  fenfes  by  modulating 
the  air,  that  is  to  fay>  he 'works  upon  the  air 
and  renders  a  portion  of  it  worth  more  than 
it  was  before  he  manufactured  it.  He  gives 
it  this  value  only  for  the  moment,  and  on  the 
Ipot  when  and  where  it  mufl  be  confirmed. 
A  glafs  blower  blows  a  quantity  of  liquid  glafs 
up  to  a  great  volume,  and  inflantly  burfts  it 
for  our  amufement  or  inilruclion.  Where  is 
the  difference?  Nor  is  it  becaufe  the  per- 
formers  of  perfonal  fervices  confume  material 
commodities,  for  the  labourers  that  produce 
the  latter  do  the  fame.  Neither  can  it  be 
becaufe  they  may  tend  to  abforb  external 
wealth,  for  every  extravagant  confumption  of 
material  goods  has  the  fame  tendency.  A 
man  may  be  ruined  by  {pending  too  much  in 
wine  or  in  horfes,  as  well  as  by  keeping  too 
many  feryants  or  giving  too  many  concerts. 
The  only  valid  reafon  why  individuals  per- 
forming perfonal  fervices  are  not  rated  as 
wealth,  feems  to  be  becaufe  they  are  free 
perfons,  and  free  perfons,  unlike  things,  can- 
not 
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not  be  converted  into  money,  nor  packed  up 
among  other  articles  of  property.     Wealth  is 
their  object,  they  cannot  be  the  object  at 
which  they  aim.     Slaves  being  incapable  of 
acquiring  property  are  confidered  as  things, 
and,  like  cattle,  are  actually  component  parts 
of  external  wealth.     Perfonal  fervices  how- 
ever, like  other  ufeful  things,  are  exchanged 
for  an  equivalent,  and  the  fame  power  which 
purchafes  ufeful  things,  purchafes  perfonal 
fervices.     They  may  be  exchanged  for  each 
other  or  for  material  goods ;  and  if  the  latter 
are  the  means  of  paying  fuch  fervices,  and  of 
inducing   individuals  of  proper   diipofitions 
and  talents  to  perform  them,  perfonal  fervices, 
in  their  turn,  may  be  the  means  of  producing 
and  increaling  external  wealth.     Some  fave 
the  cultivators  of  the  foil,  tradesmen,  manu- 
facturers, &c.  a  vail  deal  of  time  ;  others  pre- 
ferve  our  health,   relieve  our  bodily  pains, 
and  heal  our  fores ;  fome  communicate  ufeful 
knowledge ;  others  increafe  the  enjoyments 
and  heighten  the  pleafures  of  civilized  fociety  j 
fome  affift  us  to  obtain  a  proper  redrefs  when 
we  are  wronged ;  others  afford  that  protection 
and  fecurity  which  are  eflential  conditions  to 
the  production  of  wealth.     All  add  a  value  to 
the  flocks  previoufly  exifting;  they  furniih 
iiew  equivalents  for  which  they  may  be  ex- 
changed, 
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changed.  The  foldier  and  the  judge  render 
every  portion  of  the  capital  of  the  nation 
more  valuable  by  fecuring  it  from  plunder 
and  injury;  the  painter,  the  dramatift,  and 
the  mulician  increafe  its  value  (#)  by  enabling 
it  to  purchafe  the  moil  refined  enjoyments ; 
and  if  it  be  true  that  happinefs,  which  is  the 
end  of  our  exiftence,  and  confequently  the 
obje6l  of  our  wealth,  is  beft  attained  by  the 
improvement  of  our  mental  and  moral  facul- 
ties, the  employment  of  capital  in  the  acquiii- 
tion  of  knowledge  in  arts  and  fciences  mud 
be  beneficial  in  general,  and  its  particu- 
lar application  to  agriculture,  manufactures, 
and  commerce  highly  advantageous.  A 
fingle  difcovery  of  the  allronomer,  the 
botanift,  the  chemift,  and  others,  is  often 
more  conducive  to  the  extenfion  and  dif- 
fufion  of  wealth  than  the  labours  of  thou- 
fands  engaged  in  the  immediate  production 
of  material  riches. 
The  aflertion  that  fuch  enjoyments  derive 

(g)  The  higher  fort  of  amufements,  muflc,  poetry,  paint- 
ing, ftatuary,  and  architecture  are  calculated  to  make  pleafmg 
impreffions  on  the  imagination,  or  to  adorn  and  polifh  life. 
Many  of  them,  too,  make  fuch  impreffions  as,  though  not 
abfolutely  virtuous  in  themfelves,  are  nearly  allied  to  virtue, 
both  from  their  innocence  and  from  their  clofe  connexion 
with  virtuous  feelings  and  virtuous  employments,  Gilp'tn** 
Dialogues. 

their 
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their  value  from  the  tangible  commodities 
raifed  in  the  country,  and  from  them  alone, 
cannot  be  fupported.  It  is  true  that  men 
mufl  be  provided  with  the  neceffaries  of  life 
before  they  can  think  of  mental  accompliih- 
ments  and  refined  enjoyments :  but  perfonal 
fervices  are  not  rewarded  with  material  goods 
only ;  fome  are  exchanged  for  other  perfonal 
fervices,  and  conflitute  a  value  of  themfelves. 
They  are,  beiides,  a  fort  of  immaterial  treafure 
perfectly  equal  to  the  value  of  the  material 
wealth  with  which  they  are  purchafed ;  and 
though  the  capitals  employed  in  paying  pub- 
lic functionaries,  in  keeping  a  proper  number 
of  fervants,  and  in  cultivating  literature, 
fcience  and  arts,  do  not  immediately  produce 
any  tangible  commodities,  they  yet  afford  en- 
joyments worthy  to  be  confidered  as  the  moil 
valuable  advantages  derived  from  wealth. 


CHAR 
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CHAP.    VIL 

Of  productive  and  unproductive  Labour. 

ATATURE  never  creates.  Every  one  of 
•*•  ^  its  productions  is  a  particular  com- 
bination or  de-compofition  of  certain  particles 
of  matter,  the  quantity  of  which  is  always  the 
fame.  Man  alfo  takes  advantage  of  the 
phyfical  properties  of  matter  to  make  it  fub- 
fervient  to  his  wants.  The  carpenter  avails 
himfelf  of  the  phyfical  properties  of  iron  and 
timber,  to  arrange  certain  marTes  of  the  latter 
in  the  form  of  flair-cafes,  doors,  &c.  The 
cabinet-maker  ihapes  wood  to  ferve  as  a 
table.  To  produce,  in  political  economy,  is 
fimply  to  confer  on  certain  particles  of  matter 
a  form,  competition  or  conftruction,  which 
renders  them  ufeful  or  increafes  their  utility. 
This  is  effected  partly  by  nature,  according 
to  its  conftant  producing  powers,  and  partly 
by  the  labour  of  man,  according  to  his  own 
views  and  ends.  Nature,  be  it  external  or 
internal,  always  affifls  or  feconds  the  labour 
of  man,  for  labour  is  the  application  of 
natural  powers  to  ufeful  purpofes  by  the 
direction  of  the  mind.  When  it  beflows  a 
4  certain 
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certain  degree  of  ufefulnefs  upon  an  object, 
or  when  it  produces  ufeful  things  or  proper- 
ties, labour  is  called   productive ;     when    it 
produces  no  ufeful  things  or  properties,  un- 
produtiive.     The  importance   of  its  produc- 
tions,  however,   is   not    meafured    by  their 
quantity,    but  by  their   quality,   utility,   or 
exchangeable  value.    When  it  produces  com- 
modities for  our  immediate  enjoyment,  labour 
is   called  immediately  productive  ;  when  it 
produces  only  the  means  of  multiplying  fuch 
commodities  at  fome  future  time,  mediately 
or  indire6lly  productive.      But  that   labour 
is  more  particularly  called  productive  which 
increafes  the  wealth  of  the  country  ;  and  the 
labour  which  diminilhes  that  wealth,  or  keeps 
it  flationary,  is  called  unproductive,     Labour 
can  increafe  the  national  wealth  only  as v  far 
as  there  is  a  furplus  of  its  produce   above 
what  the  labourer  confirmed  during  its  pro- 
du6lion.     Any  labour  that  does  not  produce 
more  than  the  amount  of  what  is  confumed 
by  the  labourer  during  its  performance,  is 
unproductive,  or  does  not  increafe  the  wealth 
of  the  nation.     All  labours  may  therefore  be 
productive   at  one   time,   and  unproductive 
at  another,  in  proportion  as  they  contribute 
to  increafe  the  wealth  of  the  country  or  not. 

The 
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The  labour  employed  in  the  growing  of 
raw  produce  is  productive,  if  either  it  yields  a 
rent  to  the  land-owner,  or  pays  the  intereil  of 
of  the  capital  employed,  or  affords  the  under- 
taker a  profit  above  his  confumption,  or 
laflly,  if  the  wages  of  labour  exceed  the 
confumption  of  the  labourers.  But  if  it 
does  neither,  if  there  is  not  a  furplus  in 
any  of  the  few  alternatives,  it  is  unproduc- 
tive. 

Manufactures  are  productive,  if  the  value 
of  their  produce  not  only  replaces  the  capitals 
advanced,  but  leaves  alfo  a  furplus  for  in^ 
tereft ;  if  the  profit  of  the  undertaker  exceeds 
his  confumption  ;  or  if  the  wages  of  labour 
exceed  the  value  of  the  confumption  of  the 
labourers. 

Commerce  is  productive,  if  the  price  of  the 
commodities  fold,  befides  replacing  the  capi- 
tals advanced,  pays  their  interefl;  if  the 
profits  they  leave  exceed  the  confumption  of 
of  the  merchant ;  or  if  the  wages  of  the  labour- 
ers employed  in  trade  yield  them  a  furplus 
above  their  confumption. 

Perfonal  fervices  are  productive  indiredlly, 
as  far  as  they  caufe  other  individuals  to  pro- 
duce a  greater  value  than  what  the  confump- 
tion   of  thofe    who  perform  thefe  fervices 
2  amounts 
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amounts  to  (A) ;  dire6lly,  as  far  as  their 
performers  difcover  frelh  fources  of  national 
wealth,  productive  of  a  value  exceeding  by 
far  the  coil  of  their  fervices.  When  they 
are  neither  mediately  nor  immediately  pro- 
duCtive,  others  loib  what  they  gain,  and 
although  the  individuals  performing  perfonal 
fervices  may  augment  their  own  opulence, 
by  faving  a  furplus  above  their  confumption, 
yet  the  wealth  of  the  nation  receives  no 
increafe  in  that  cafe,  but  lofes  their  whole 
confumption. 

To  deny  the  productive  or  wealth-increafing 
power  to  manufa6lures  and  commerce,  under 
the  pretence  that  their  produce  is  only  equal 
to  the  furplus  of  the  raw  produce  of  the 
country,  is  abfurd.  The  produce  of  trade 
and  manufactures  is  not  paid  entirely  with 
the  raw  produce  of  the  country,  as  has  been 
ihown  above,  £ B.  11.  CH.  iv.]  but  alfo  with 
goods  and  objects  of  enjoyment,  that  have  a 

(h)  Perfonal  fervices  cannot  be  called  unproductive, 
fince  they  are  a  mere  extenlion  of  that  grand  principle  of 
human  happinefs,  the  divifion  of  labour.  Modern  focieties 
derive  their  internal  peace  from  this  prudent  divifion  of 
their  labours.  The  labourer  purfues  his  labour  unmolefted, 
whilft  the  judge  watches  over  the  impartial  administration 
of  juftice,  the  ftatefman  over  the  welfare  of  the  ftate,  and 
the  foldier  repels  its  invaders*  See  Ed.  Rev.  vol.iv. 
page  358. 

o  value 
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value  independent  of  any  raw  produce  ;  and 
the  furplus  of  that  part  of  the  equivalent 
which  is  not  confumed,  evidently  helps  to 
increafe  the  wealth  of  the  nation.  To  attri- 
bute a  productive  power  to  nature  alone,  and 
not  to  man,  is  equally  incorrect.  Nature 
creates  or  produces,  in  the  metaphyfical  fenfe 
of  the  word,  as  little  as  man  does.  Both 
compofe  and  de-compofe  certain  particles  of 
matter*  and  man  is  a  part  of  nature  like  the 
foil.  In  the  fenfe  of  increafing  the  previous 
value  of  things,  he  may  even  be  faid  to  pro- 
duce more  by  his  labour  than  nature  alone. 
Value,  and  confequently  wealth,  is  meafured 
rather  by  the  labour  of  man,  which  limits  the 
fupply  of  commodities,  than  by  the  powers  of 
nature,  which  affiil  their  growth. 

Unproductive  are  all  thofe  labours  which 
either  do  not  produce  any  thing  of  value,  or 
the  refult  of  which,  be  it  material  or  imma- 
terial, is  of  lefs  value  than  the  coil  of  the 
labour  bellowed  upon  it,  or  the  confumption 
of  the  labourer* 

It  mull,  however,  be  acknowledged,  that 
it  is  much  more  difficult  to  afcertain  the  pro- 
ductive power  of  perfonal  fervices,  than  that 
of  fuch  labour  as  produces  tangible  things 
capable  of  being  valued  according  to  generally 
received  principles.  Some  perfonal  fervices 

may 
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may  afford  very  refined  enjoyments,  or  pro- 
cure incalculable  advantages,  and  yet  it  may 
hardly  be  poffible  to  afcertain  their  influence 
on  the  wealth  of  the  nation.  Even  with 
regard  to  thofe  fervices,  the  pofitive  influ- 
ence of  which  is  obvious^  it  is  ftill  impoffible 
to  calculate  their  effect  with  mathematical 
accuracy. 

To  afcribe  a  particular  productive  powef 
to  the  labour  employed  in  the  growing  of  raw 
produce,  and  efpecially  of  corn,  becaufe  the 
producing  powers  of  the  foil  aflifl  in  its 
growth,  is  as  abfurd  as  to  attribute  that  power 
to  nature  in  preference  to  man.  The  powers 
of  nature  frequently  afford  much  greater 
affiftance  to  the  labours  of  the  manufacturer 
than  to  the  labour  of  the  hufbandman.  Inde- 
pendent of  the  genius  and  fkill  of  the  under- 
taker, the  operations  of  extenfive  manufac- 
tures are  moflly  carried  on  by  the  help  of 
fire,  air,  and  water,  and  their  wonderful 
effects  cannot  be  difputed. 


o  a  CHAP, 
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CHAR  VIIL 

Of  Population  as  Caufe  and  Effeft  of  national 
Wealth, 

NO  wealth  can  be  produced  where  there  is 
a  deficiency  in  population :  but  it  does 
not  follow  that  wherever  there  is  an  extenfive 
population  there  muft  be  great  wealth.  This 
proceeds  chiefly  from  capitals  employed  in 
productive  labour.  Where  capitals  are  want- 
ing or  their  free  application  impeded,  an  in- 
creafe  of  population  is  an  increafe  of  mifery ; 
no  ufeful  occupation  can  be  provided  for  the 
augmented  numbers  of  human  beings,  whofe 
increafe  in  fuch  a  ftate  of  things  becomes  in 
turn  the  caufe  of  their  decreafe. 

The  members  of  a  nation  may  be  augment- 
ed in  numbers  either  from  within  or  from 
without,  through  procreation  or  emigration 
from  other  countries.  Where  the  propaga- 
tion of  the  human  race  takes  place  under  the 
fandlion  of  matrimony,  the  procreating  incli- 
nation is  more  than  fufficient  to  replace  the 
natural  decreafe  even  among  a  people  whofe 
means  are  fcanty.  But  want  and  mifery  not 
only  weaken  that  inclination  and  diminim  its, 
3.  produce, 
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produce,  they  alfo  deftroy  the  greateft  part 
of  its  effects.  The  children  are  feeble,  and 
many  are  vi6lims  of  an  untimely  death  (£). 

(/)  The  disadvantages  under  which  the  poor  are  labour- 
ing, with  refpe&  to  food,  drefs,  habitation,  employment,  and 
medical  advice,  are  immenfe.  If,  for  inftance,  the  fudden 
tranfition  from  poor  to  rich  food  often  caufes  loathfome 
difeafes  in  young  children,  who  is  more  expofed  to  this 
inconveniency  than  the  children  of  diftrefs  ?  If  children  in 
general  are  more  apt  to  catch  contagious  diforders  than 
grown-up  perfons,  how  great  muft  be  the  danger  of  unfor- 
tunate beings,  drefled  in  unclean  rags,  fcarcely  fufficient  to 
cover  their  nakednefs  ?  If  the  feeds  of  many  di&empers  be 
traced  in  uncleanlinefs,  where  are  they  more  profufedly  fcat- 
tered  than  in  the  low  and  damp  habitations  of  the  poor  ?  If 
children  lofe  much  of  their  native  vigour  and  ftrength  by 
fleeping  in  the  fame  bed  with  grown-up  people,  and  if  they 
be  thus  expofed  to  the  additional  rilk  of  being  fuffocated, 
does  not  direful  necelTity  force  the  poor  exclufively  to  a 
practice  fo  replete  with  danger  ?  If  the  parents  be  employed 
in  occupations  that  injure  their  health,  are  not  the  children 
liable  to  the  fatal  inheritance  of  diftrefiing  maladies  ?  And 
if  medical  advice  often  lofes  its  falutary  influence  for  not  hav- 
ing been  procured  in  time,  what  muft  be  the  effects  of  the 
almoft  abfolute  want  of  it  among  the  indigent  orders  of 
fociety  ?  Eafy  would  be  the  talk  of  pointing  out  many  more 
inftances  in  which  the  chance  of  life  muft  neceflarily  be 
greater  in  favour  of  the  progeny  of  parents  whofe  food  is 
wholefome,  whofe  drefs  is  comfortable,  whofe  habitation  is 
clean,  and  whofe  employment  is  healthful.  Fontenelle  and  Vol- 
taire* who  both  lived  to  a  very  great  age,  would  probably  have 
periflied  in  their  infancy,  had  they  been  born  in  an  indigent 
family  incapable  of  affording  thofe  delicate  attentions  and 
particular  cares  which  were  beftowed  on  their  prefervation. 
See  my  Effay  on  Mortality  among  Children,  in  the  European 
Magazine  for  April*  1805.  Vol.  xlvii.  No.  280. 

o  3  Supported 
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Supported  by  opulence,  the  natural  defire  of 
propagation  becomes  a  moil  abundant  fource 
of  population,  and  this  increafe  of  numbers 
from  within  is  greatly  preferable  to  the  in- 
creafe from  without,  which,  though  it  may 
fometimes  afford  excellent  citizens,  is  at  leaft 
always  adventitious. 

Population  is  moil  furely  increafed  when 
the  wealth  of  a  nation  is  progreffively  aug- 
mented. The  new  capitals  that  are  forth-, 
coming  from  year  to  year,  offer  a  frefli  ftip- 
port  to  the  new  population,  and  hold  out 
opportunities  for  the  acquisition  of  wealth. 
It  is  the  increafe  of  the  chief  producing 
power,  capital,  which  renders  the  benefit  of 
an  augmented  population  permanent,  and 
influences  its  progreffive  extenfion  both  from 
within  and  from  without,  without  the  aid  of 
any  artificial  means.  The  firft  principle  of 
political  economy  with  regard  to  population,  is 
iimply  this, — whatever  impedes  production 
tends  to  depopulate  a  country,  whatever 
increafes  it,  is  conducive  to  population. 
Land,  labour,  and  capitals  are  the  only  fources 
of  production,  confequently  the  only  props  of 
population. 

Agriculture,  by  fupplying  the  neceflaries 
of  life  in  the  greatefl  abundance,  lays  the  firfl 
foundation  for  an  extenfive  population.  The 

human 
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human  race  cannot  multiply  without  a  plentir 
ful  fupply  of  provilions  for  its  fupport.  But 
although  all  men  want  fpod,  it  is  not  neceffary 
that  all  ihould  be  employed  in  growing  food. 
A  iingle  individual  is  able  to  obtain  from  the 
ground  much  more  raw  produce  than  he  can 
confume ;  he  therefore  transfers  his  furplus 
to  others,  who  give  him  in  return  the  produce 
of  their  labour,  which  generally  confifts  in 
manufactured  goods  or  fometimes  in  perfonal 
fervices. 

Manufactures,  by  fupplying  the  cultivators 
of  the  foil  with  ufeful  commodities,  are  the 
principal  caufe  why  the  hufbandman  grows 
more  food  than  he  wants  for  himfelf,  and, 
as  to  effect  this  increafe  of  produce,  he 
requires  the  affiftance  of  more  hands,  the  cul- 
tivators of  the  foil  and  manufacturers  increafe 
their  numbers  mutually.  Their  increafed 
produce  is  a  reciprocal  caufe  of  their  in- 
creafed population. 

Commerce,  as  it  facilitates  the  exchange 
of  produce ;  and  perfonal  fervices,  as  they 
furniih  an  additional  exchangeable  value  for 
the  commodities  produced,  and  caufe  an 
additional  expenditure  of  productive  capitals, 
have  both  a  more  or  lefs  direct  influence 
upon  population.  Whatever  occafions  an 
$ager  accumulation  of  capital,  is  favourable 

04  to 
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to  population.  Where  capitals  abound,  the 
demand  for  labour  increafes,  and  its  produc- 
tive application  adds  alike  to  the  wealth  of  the 
country,  and  to  the  number  of  its  inhabitants. 
Were  a  country  abfolutely  unconnected 
with  any  other,  and  in  a  perfe6lly  infulated 
fituation,  its  wealth  and  population  could  re- 
ceive no  increafe  but  from  its  own  produc- 
tions and  its  own  capitals.  The  huibandman, 
with  the  furplus  of  his  produce,  would  pur- 
chafe  manufactured  goods,  and  with  the  pro- 
grefiive  increafe  of  his  capital,  he  would  grow 
a  progreffively  increaiing  flock  of  provifions. 
The  manufacturer  would  augment  his  pro- 
duce in  the  fame  proportion.  Both  would 
gradually  employ  more  labourers,  and  confe- 
quently  increafe  the  population  of  the  coun- 
try. But  there  would  be  no  room  for  more 
inhabitants  than  what  could  be  maintained 
by  the  food  grown  in  the  country.  The  pro- 
portion of  thofe  who  grow  provifions  to  thofe 
who  grow  none,  would  be  exactly  equal  to 
the  proportion  of  the  furplus  of  the  growers 
to  their  confumption.  If  this  furplus  could 
fupport  double  the  numbers  of  hulbandmenr 
the  other  inhabitants  would  be  about  double 
their  numbers.  Manufacturers  and  others 
Would  obtain  this  furplus  in  exchange  for  the 
produce  of  their  own  labour,  and  every  in- 
creafe 
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creafe  in  the  numbers  of  the  n on- cultivators 
would  necefTarily  caufe  an  increafe  in  the 
produ6liori  of  proviiions.  Population  would 
reach  its  limits,  whenever  increafed  labour 
could  no  longer  produce  an  increafe  of  food. 
But  we  are  not  acquainted  with  any  country 
that  has  parTed  through  fuch  an  infulated  im- 
provement in  civilization  and  population. 
We  know  of  none  where  it  would  not  be  pof- 
fible  to  obtain  additional  food  by  an  increafe 
of  labour.  Mod  countries  are  in  fome  degree 
connected  with  others,  and  enjoy  the  influx 
of  foreign  labour  and  foreign  capital.  Even 
in  China,  where  the  population  is  occaiionally 
above  the  level  of  the  means  of  fubMence, 
emigrations  take  place  every  year  to  Manilla, 
Batavia,  Prince  of  Wales'  Ifland,  and  to  other 
parts  of  the  Eaftern  World.  Foreign  coun- 
tries always  have  an  influence  upon  the  popu- 
lation of  a  country.  A  nation,  the  population 
of  which  is  comparatively  fmall,  having  large 
tra6ls  of  land  uncultivated,  from  which  much 
raw  produce  might  be  obtained  with  little 
labour,  and  being  commercially  connected 
with  countries  that  want  corn  and  other  agri- 
cultural produce,  increafes  moil  rapidly  in 
population,  by  employing  its  capitals  in  agri- 
culture ;  labour  then  grows  dear,  or,  in  other 
words,  much  corn  is  given  for  little  labour, 

whilft 
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whilfl  in  the  countries  that  want  corn,  much 
labour  is  given  for  little  corn,  and  manufac- 
tured commodities  are  cheap.  Agriculture 
continues  to  be  the  moil  profitable  employ- 
ment in  fuch  a  country,  until  the  wages  of  la- 
bour link  fo  low  that  they  are  equal  to  the 
wages  of  labour  in  other  countries  ;  or,  in 
other  words,  until  foreign  countries  refufe  to 
pay  a  higher  price  for  the  labour  of  the  corn 
country  than  what  labour  is  worth  in  their  own. 
But  a  country  which  is  already  grown  fo  popu- 
lous that  it  mull  employ  much  labour  in  the 
production  of  food,  and  where  provilions  are 
confequently  dear,  confults  its  real  intereils 
much  better  by  devoting  itfelf  to  manufac- 
tures and  purchaling  provilions  in  cheaper 
countries.  Manufactures  for  the  home  and 
for  the  foreign  market  have  alike  a  beneficial 
influence  on  population, 

Agriculture  affigns  every  where  the  fame 
limits  to  population.  To  obtain  all  the  raw 
produce  which  a  country  is  able  to  yield,  can 
employ  only  a  limited  number  of  people  and 
capitals,  and  it  is  but  a  certain  number  of  in- 
dividuals that  can  be  maintained  by  its  fur-, 
plus.  Manufactures  are  limited  by  the  capi- 
tals employed,  and  by  the  fale  of  the  articles 
manufactured ;  and  as  both  are,  as  it  were, 
fufceptible  of  being  increafed  ad  infinitum, 

population 
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population  may  be  increafed  up  to  the  full  ex- 
tent of  the  capitals  and  of  the  demand  ;  or,  in 
other  words,  population  may  go  on  increafmg 
as  long  as  there  are  frefh  capitals  added  to 
thofe  already  employed  in  manufactures, 
which  is  conilantly  the  cafe  as  long  as  the  de- 
mand for  manufactured  commodities  is  upon 
the  increafe.  Agriculture,  befides,  requires 
large  tracts  of  land  to  produce  its  commo- 
dities, whilfl  manufactures,  in  general,  want 
only  dwelling-houfes,  worklhops,  and  ma- 
gazines. 

But  whether  it  be  better  for  a  country 
to  owe  the  increafe  of  its  population  to  agri- 
culture or  to  manufactures  mufl  be  deter- 
mined by  the  nature  and  iituation  of  the 
country,  and  by  the  coniideration  which  of 
the  two  produces  has  the  greateft  exchange- 
able value  againil  the  neceffary  means  of  fup- 
ply,  or  which  finds  the  readieft  fale.  Where- 
ver trade  is  perfe6Uy  free,  and  no  obflacles 
left  in  the  way  of  productive  labour,  a  nation 
advanced  in  knowledge  and  civilization,  is 
never  long  in  difcovering  what  is  mofl  con- 
ducive to  its  interefls.  Nothing  obflructs  po- 
pulation but  the  want  of  food.  The  eaiier  it 
is  for  every  clafs  of  inhabitants  to  get  a  living, 
or  to  procure  the  fupply  neceffary  for  their 
accuflomed  way  of  life,  the  greater  is  the  in- 
clination 
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clination  to  marry,  and  to  perpetuate  the  hu- 
man race.  As  nature  contributes  more  or 
lefs  to  the  fupply  of  the  wants  of  man,  and  as 
the  habitual  ways  of  life  require  more  or  lefs 
in  different  countries,  it  may  be  affirmed  that 
the  progrefs  of  population  is  likely  to  be  mod 
rapid,  whenever  a  nation  is  fatisfied  with  a 
fmall  quantity  of  fupplies  (&);  when  the  inha- 
bitants of  a  country  are  fond  of  a  particular 
kind  of  food  that  is  grown  at  home  in  great 
abundance  with  little  labour  (/) ;  when  a 
nation  eaiily  obtains  the  fupply  of  its  wants 


(/£)  But  the  people  who  can  live  upon  a  little  are  not 
happy  on  that  account :  the  Goths  and  Vandals  lived  upon  a 
little,  and  yet  they  marched  in  fearch  of  plenty  into  other 
climates.  De  Chatelur's  Effay  fur  la  /elicit e  publique. 
Tom.  i.  Chap.  vi.  page  202  of  tie  Engll/h  Tranjlation.  An- 
other  ingenious  writer  fays  :  "  Quand  on  fe  borne  a  vivre, 
"  PEtat  languit  et  le  flambeau  de  Pinduftrie  ne  jette  plu* 
"  que  des  etincelles  mourantes."  Bentham.  Traite  dt 
Leglflation.  Tom.  ii.  Chap,  x.page  44. 

(/)  When  Sir  John  Carr  inquired  into  the  caufe  of  the 
great  population  of  Ireland,  he  was  anfwered :  "  By 
•'  Jafwy  Sir,  it's  all  the  potatoe."  An  acre  of  potatoes 
is  fuppofed  to  yield  eight  times  more  food  than  an  acre  of 
wheat.  In  1804  Mr.  Newenham  eftimated  the  population  of 
Ireland  at  5,400,000  ;  and  it  is  conjectured  that  in  1837  it 
will  contain  8,413,224,  and  in  1883,  16,826,448  inha- 
bitants. But  potatoes,  as  the  exclufive  food  of  man,  are  as 
much  a  fign  of  increafing  poverty  as  Rumford  foups.  The 
majority  of  the  Pruffians  live  upon  herrings  and  potatoes, 
what  could  induce  them  to  refift  their  invaders  ? 

from 
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from  a  favourable  foil  and  climate  j  when  a 
great  number  of  individuals  are  employed  in 
productive  labour ;  and  when  there  is  an  eafy 
communication  with  rich  nations,  ready  to 
pur  chafe  the  produce  of  their  induftry.  Thofe 
who  confume  any  produce  without  replacing 
it  by  fomething  of  value,  prevent  the  exift- 
ence  of  ufeful  labourers  in  proportion  to  the 
quantum  of  their  confumption.  Voluntary 
celibacy,  epidemics,  and  loiTes  by  war,  are 
evils  which  are  foon  repaired,  in  countries 
where  every  inhabitant  is  a6live  and  induf- 
trious  :  but  wherever  herds  of  idlers  and  ufe- 
lefs  confumers  are  fuffered  to  devour  the  pro- 
duce of  induftry  without  any  beneficial  re- 
turn, population  has  to  ftruggle  with  an  almoft 
infurmountable  obftacle. 


CHAR 
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CHAP.  IX. 

Of  the  Influence  of  political  Injlitutions  upon 
the  Increafe  of  the  Wealth  of  Nations. 

THE  progrefs  of  national  wealth  is  accele- 
rated or  retarded  according  to  the  de- 
gree in  which  the  law  provides  for  the  free- 
dom of  individuals  and  the  fecurity  of  pro- 
perty. Neceffi  ty  is  the  parent  of  all  govern- 
ments :  but  the  relative  rights  of  the  members 
of  a  community  are  not  always  eflabliihed  by 
general  confent.  They  are  often  the  refult 
of  adventitious  circumftances,  which  influence 
the  profperity  of  nations  for  a  confiderable 
length  of  time.  When  property  is  infecure, 
and  the  public  peace  is  frequently  difturbed 
by  ferocious  contentions,  induilry  is  of  no 
avail.  Land  is  then  the  only  property  that 
is  in  fome  degree  fafe ;  land-owners  are  the 
only  rich  and  powerful  individuals,  and  the 
lack-lands  to  fupport  themfelves  and  their  fa- 
milies receive  their  maintenance  in  the  lhape 
of  wages  at  their  hands.  Unprotected  by  go- 
vernment, and  obliged  to  repel  every  attack 
upon  their  property  by  force  alone,  the  land- 
holders ftrive  to  extend  their  poffeffions  in 

order 
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order  to  obtain  a  greater  phyiical  ftrength, 
that  is  to  fay,  a  larger  number  of  fighting 
men.     To  fight  for  them  is  the  condition  on 
which  they  confent  to  provide  their  followers 
with  food.     The  cultivation  of  the  foil  is  en- 
trufled  to  menial  fervants  fcantily  fupplied 
with  the  neceffaries  of  life,  and  the  furplus  of 
the  produce  is  ihared  in  unequal  portions  be- 
tween the  land-owner  and  his  family,  and  the 
champions   engaged   in   his   defence,  whofe 
numbers  conilitute  his  ftrength  in  war,  and 
his  pomp  and  pride  in  the  fhort  days  of  peace. 
Under  fuch  circumflances  wealth  centres  in 
the  hands  of  a  few  great  lords,  who,  after  hav- 
ing contributed  what  is  neceffary  to  an  im- 
perfect cultivation  of  their  lands,  confume  the 
furplus  with  their  military  followers,  and  pur- 
chafe  a  fmall  flock  of  foreign  luxuries.     Few 
capitals  are  accumulated,  as  the  annual  pro- 
duce is  generally  confumed  every  year,  with- 
out leaving  any  coniiderable  furplus  behind. 

Even  after  a  government  has  acquired  fuffi- 
cient  vigour  effectually  to  protect  property, 
it  is  not  able  immediately  to  correct  the  in- 
aufpicious  regulations  of  the  preceding  pe- 
riods. The  property  of  the  foil  remains  in 
the  hands  of  a  few  grandees,  who  dictate  to 
the  reft  of  the  inhabitants  the  conditions  on 
which  they  may  poffefs  fome  parcels,  or  be 
i  permitted 
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permitted  to  cultivate  fome  portions,  of  land. 
Slavery,  bondage,  vafTalage,  villainage,  are  the 
remnants  of  earlier  barbarous  times. 

Land  is  however  bell  cultivated  when  the 
hulbandman  is  fure  to  enjoy  the  whole  pro- 
duce which  his  labour  obtains  from  the  foil, 
when  he  is  not  reflrifted  by  the  demands  or 
regulations  of  any  other  individual,  or  when 
free  labourers,  knowing  that  they  derive  all 
the  advantages  which  they  can  reafonably  ex- 
pect from  their  labour,  exert  themfelves  to 
the  utmoft  of  their  powers.  Every  reflriclion 
of  the  right  of  property  which  is  not  a  confe- 
quence  of  the  law  of  nature,  reftricls  alfo  the 
ufe  of  property,  and  every  limitation  of  the 
freedom  of  individuals  which  prevents  their 
deriving  the  greateft  advantages  from  their 
active  exertions,  abates  their  zeal  and  crufhes 
their  induilry.  Reflric~lions  with  regard  to 
the  purchafe  of  landed  eftates  leffen  the  value 
of  land  and  prevent  that  man  from  getting  it 
who  would  ufe  it  moft  profitably.  Equally 
hurtful  are  reftrictions  which  interfere  with 
the  divifion  or  diftribution  of  the  fields,  as 
rights  of  commonage ;  and  fuch  as  pretend 
to  regulate  the  hufbandry  or  mode  of  cultiva- 
tion of  the  country.  Not  lefs  pernicious  are 
regulations  which  limit  the  liberty  of  the 
labourers.  They  diminifli  the  produce  of  la- 
bour 
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bourand  mar  the  increafe  of  national  wealth, 
though  they  may  poffibly  be  profitable  to  thofe 
in  wliofe  favour  they  are  enacted.  But  the 
advantage  of  a  few  individuals  can  never 
counterbalance  the  difadvantage  which  ac- 
crues to  the  country  at  large.  It  is  in  the 
very  nature  of  the  labour  of  a  flave  or  bondf- 
man  that  it  cannot  be  performed  with  the 
fame  care  as  that  of  a  well-paid  freeman. 
Whatever  might  have  been  performed  addi- 
tionally in  the  fame  given  time  is  loft  to  the 
nation,  independent  of  the  conii deration  that 
fuch  forced  labourers  frequently  do  the  pro- 
prietor real  harm,  merely  out  of  fpite.  Equal- 
ly injurious  are  all  regulations  which  tie  fome 
people  to  the  labour  of  the  fields,  whilfl  they 
keep  off  thofe  who  would  work  with  more 
zeal.  The  free  difpofal  of  landed  property, 
and  the  perfect  freedom  of  land-owners  and 
cultivators  in  the  ufe  of  the  foil,  are  the  firft 
and  moil  neceffary  conditions  on  which  the 
improvement  of  agriculture  depends.  Any 
police  regulation  which  trenches  upon  that 
liberty  is  an  obilacle  to  the  increafe  of  na- 
tional wealth. 

In  the  fame  way  as  the  cultivators  of  the 
foil  are  reflricted  by  the  laws  of  fome  coun- 
tries, manufacturers  or  handicraftfmen  reftrict 
each  other,  and  many  governments  fupport 

p  fuch 
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fuch  regulations  under  the  erroneous  idea 
that  they  are  promoting  the  public  advantage* 
The  moft  obnoxious  reftri<5lions  are,  thofe 
which  confine  certain  trades  to  certain  fpots  ; 
thofe  which  limit  the  carrying  on  of  others  to 
certain  afTociations,  corporations  or  compa- 
nies ;  and  thofe  which  leave  fome  trades  to  a 
few  individuals  exclufivery,  or  referve  them  for 
the  flate.  The  firft  of  thefe  regulations  is  per- 
feebly  ufelefs;  wherever  trade  is  free,  it  never 
fails  to  be  attracted  to  the  places  where  it  can 
be  carried  on  with  the  greateft  advantage. 
Any  interference  of  government  is  unnecef- 
fary,  unlefs  the  fecurity,  health,  or  convenien- 
cy  of  the  generality  of  the  inhabitants  be  con- 
cerned ;  thefe  are  objects  to  which  other  ad- 
vantages ought  to  be  facrificed,  though  the 
befl  way  after  all  is  fimply  to  allow  obnoxious 
trades  to  be  removed  as  a  public  nuifance  by 
indictment. 

Corporations  have  been  eflablifhed  under 
the  fuppoiltion  that  an  apprenticeship  of  a 
certain  length  of  time  is  the  furefl  way  of 
providing  clever  matters*  that  thefe  com- 
municate their  ingenuity  to  each  other  by 
means  of  fuch  aiTociations,  that  their  prof- 
perity  is  refpeclively  infured  by  their  being 
reilricled  to  a  limited  number  of  apprentices, 
and  that  their  meetings  cherifh  principles  of 

honour 
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honour  and  benevolence  among  themfelves. 
But  experience  has  Ihown  that  there  is  too 
much  time  loft  in  long  apprenticeships,  and 
that  it  would  be  a  greater  incentive  to  learn 
and  to  work  diligently,  if  the  apprentices  were 
paid  for  their  labour  in  proportion  to  their  in- 
creafing  abilities  and  induftry;  that  fuch  affo- 
ciations  give  rife  to  foolifh  expences  and  un- 
neceffary  meetings,  in  which  much  time  is 
wafted  ;  and  that  they  enable  the  members  to 
fell  their  goods  at  a  higher  price  than  if  the 
competition  were  left  open.  Each  of  thefe 
circumftances  tends  to  diminifh  the  wealth  of 
a  nation.  Neither  are  the  other  pretended 
advantages  able  to  counterbalance  the  perni- 
cious confequences  of  fuch  aflbciations.  A 
protracted  apprenticeship  does  not  form  clever 
workmen.  No  perfon  inquires  how  long  an 
artift  has  learnt  his  trade ;  his  abilities  are 
judged  by  his  work.  Much  lefs  do  the  maf- 
ters  improve  in  their  frequent  meetings.  To 
keep  up  old  ways  and  exploded  workmanfhip 
is  the  particular  vice  of  corporations ;  their 
members  are  afraid  of  any  attempt  to  innovate 
being  hooted.  Free  workmen  on  the  con- 
trary always  difcover  new  advantages.  Cor- 
porations are  beneficial  to  the  ignorant  and 
imfkiiful  only.  Clever  mafters,  limited  to  in- 
corporated  labourers,  are  unabla  to  anfwer 
P  i  the 
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the  increasing  demands  of  their  cuflomers, 
part  of  whom  are  forced  to  put  up  with  the 
work  of  a  lefs  Hulled  workman.  This  dimi- 
nifhes  confumption  and  flifles  indufliy.  That 
the  frequent  meetings  of  corporated  labourers 
tend  to  cherim  principles  of  honour  and  bene- 
volence may  be  true,  but  this  advantage  may 
be  obtained  by  friendly  focieties  without  re-* 
gular  corporations.  It  was  only  in  the  be* 
ginnings  of  civilized  ftates  that  fuch  afTocia- 
tions  were  productive  of  fome  good.  In  the 
prefent  flage  of  civilization  they  are  not  only 
fuperfluous,  but  injurious.  The  reflraints 
which  have  been  latterly  impofed  upon  them 
in  fome  countries  are  mere  palliatives  ;  they 
do  not  go  to  the  root  of  the  evil. 

Any  bufinefs  carried  on  by  government  for 
the  benefit  of  the  flate  is  always  hurtful  to  the 
nation  at  large.  The  individuals  to  whom 
fuch  bufinefs  mufl  be  entrufted  coil  more  than 
what  the  profits  of  a  private  undertaker  and 
the  wages  of  his  labourers  would  amount  to 
altogether.  They  are  not  actuated  by  the 
fame  motives  of  interefl,  and  of  courfe  they 
neither  obtain  the  largefl  poffible  profit,  nor 
do  they  get  the  work  done  with  the  greatefl 
economy  poffible.  To  be  well  managed,  bu- 
finefs requires  a  fkilful  undertaker,  who  orders 
and  directs  every  thing,  and  who  alone  is  en- 
3  titled 
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titled  to  its  profits.  The  greater  the  number 
of  partners  in  a  concern,  the  worfe  it  is  com- 
monly managed.  When  the  ftate  turns  tradef- 
jiian,  it  is  b elides  apt  to  lofe  light  of  the  ge- 
neral intereft  of  the  nation. 

If  it  be  the  advantage  of  the  private  tradef- 
man  to  raife  the  price  of  his  particular  com- 
modity, the  ftate  is  ftill  more  inclined  to  do 
fo,  becaufe  it  has  the  power  of  preventing 
others  from  following  the  fame  bufinefs  ;  and 
being  but  an  indifferent  tradefman,  it  is 
indeed  obliged  to  refort  to  this  unjuft  meafure 
in  order  to  protect  itfelf  againft  lolTes.  Thus 
its  monopoly  raifes  the  price  of  its  goods  ;  it 
takes  more  commodities  in  exchange  from 
the  people,  than  they  would  have  occaiion  to 
pay  if  the  trade  were  in  private  hands,  that 
is  to  fay,  it  diminimes  the  wealth  of  the 
nation.  The  fame  fatal  eonfequences  are 
unavoidable,  when  the  ftate  allows  any  com- 
pany or  any  private  individual  to  undertake  a 
trade  exclufively,  or  to  deal  exclulively  in 
any  particular  commodity.  Such  privileges 
diminifh  the  competition  of  fellers,  and  raife 
the  price  of  the  commodity  to  the  nation, 
which  elfe  would  obtain  the  fame  much 
cheaper,  and  of  courfe  grow  richer.  Privi- 
leges and  monopolies  may,  however,  be  of 
fome  fervice  when  new  commodities  are^  to 
P  3  be 
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be  introduced.  As  there  is  fome  riik  attached 
to  the  commencement  of  a  new  undertaking, 
the  hardftiip  in  fome  cafes  would  not  be  too 
great  for  a  nation,  if  it  paid  the  new  com- 
modity a  little  dearer  for  a  time,  to  indemnify 
the  firft  undertaker  for  his  facrifices :  but  as 
foon  as  his  lofles  are  covered,  the  privilege 
ought  to  be  annulled.  A  trade  which  a 
nation  is  obliged  to  fupport  continually, 
can  never  be  profitable  to  a  country.  Pre- 
miums, for  a  fixed  moderate  length  of  time, 
are  therefore  preferable  to  privileges  and 
monopolies  ;  and  patents,  fuch  as  are  granted 
in  England  to  the  inventors  of  any  new 
articles,  are  ftill  better  calculated  to  accom- 
plifti  the  fame  purpofe. 


CHAP, 
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CHAP.  X. 

Of  Police  Regulations  in  commercial  Concerns. 

IV  /TOST  of  the  governments  of  the  modern 
W-**  flates  of  Europe  have  attempted  to 
increafe  the  wealth  of  nations,  by  directing 
the  trading  concerns  of  the  people.  At  one 
time  they  proceeded  upon  the  principle,  that 
a  country  is  the  richer,  the  larger  the  quantity 
of  its  coin.  All  their  efforts  were  directed 
to  keep  the  metallic  money  or  coin  in  the 
country,  and  to  draw  more  into  it.  In  order  to 
obtain  this  end  with  greater  certainty,  it  was 
coniidered  as  highly  necelfary  that  foreign 
commodities,  particularly  fuch  as  could  be 
produced  in  the  country,  though  they  might 
be  imported  much  cheaper,  fhould  not  be 
admitted.  The  importation  of  fuch  goods 
was  therefore  either  totally  prohibited  or 
burthened  with  very  heavy  impofts.  The 
exportation  of  home-manufactured  commo- 
dities in  the  moil  finiihed  ilate,  was  encouraged 
by  all  poffible  means,  even  by  premiums, 
whilfl  that  of  fuch  raw  produce,  as  admitted 
of  any  labour  being  fuperadded,  was  feverely 
prohibited.  But  as  many  manufactures  re- 
p  4  quire 
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quire   foreign  raw  materials   to  work  upon, 
their  importation  and  that    of  commodities 
that    cannot    well    be    difpenfed  with,   was 
permitted,  and   particular  favour  or  a  pre- 
ference Ihown  to   thofe  nations  with  which 
the   balance    of  trade   was   fuppofed  to   be 
favourable,  that  is  to  fay,  from  which  ready 
money  was  received  in  addition  to  their  goods. 
An  accurate  knowledge  of  the  particular  ami 
general    balance    of   trade    was,    therefore, 
regarded  as  a  matter  of  the  utmofl  confe- 
quence.  To  afcertain  it  as  exactly  as  poffible, 
lifts  of  exports  and  imports  were  kept  by  the 
cuftom-houfe    and    excife    offices,    and    the 
courfe  of  exchange  was  carefully  watched  to 
judge  of  the  benefits  of  commerce  from  the 
favourablenefs    or   unfavourablenefs    of   the 
exchange.      If  the    country  received   more 
commodities  from  other  nations  than  it  fold 
to  them,  it  muft  liquidate  the  balance  with 
ready  money,  and  the  exchange  is  againft  it. 
From  both  circumftances  it  was  inferred  that 
the  country  was  a  lofer,  and  all  forts  of  means 
were^  devifed    to   obviate  the   difadvantage* 
To  oblige  the  inhabitants  either  to  do  without 
the  foreign  goods,  or  to  purchafe  them  with 
their    own    manufactured   commodities,   the 
exportation  of  coin  and  of  the  precious  metals 
in  general  was  prohibited  5  home  productions 

were 
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were  encouraged  by  monopolies,  privileges, 
premiums,  advances  and  bounties ;  treaties  of 
commerce  were  entered  into,  and  the  commer- 
cial colonies  of  the  nation  were  forbid  com- 
municating with  any  other  than  the  mother 
country. 

But  the  main  principle  of  this  fyilem  that 
the  wealth  of  a  nation  is  to  be  eftimated  by 
its  flock  of  ready  money  or  coin,  is  erroneous. 
The  wealth  of  a  nation  coniifls  in  the  furplus 
of  its  annual  produce  above  its  expenditure, 
or  in  its  Hock  of  ufeful  commodities.  The 
wealthier  the  nation  is,  the  fmaller  is  the  pro- 
portion which  money  bears  to  its  wealth. 
Money  is  of  no  ufe  but  to  exchange  com- 
modities. If  a  nation  receives  ever  fo  much 
coin,  it  is  flill  obliged  to  fend  it  abroad  to  pur- 
chafe  the  commodities  it  wants  when  it  has 
no  produce  of  his  own  to  offer  in  exchange. 
Commodities  attract  money ;  the  latter  may 
be  the  effect,  but  it  is  not  always  the  caufe  of 
wealth.  Nothing  is  eafier  to  be  had  than 
gold  and  iilver,  and  a  rich  country  may  fub- 
ilitute  banking  accounts,  paper  money,  and 
promiffory  notes,  to  the  precious  metals,  and 
that  with  lefs  riik  or  more  fafety  in  proportion 
to  its  wealth.  The  fuppofition  that  a  country 
is  a  lofer  for  buying  with  ready  money,  and 
that  it  grows  richer  for  the  money  which  it 

receives 
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receives  at  the  ftriking  of  its  annual  balances, 
is  alfo  founded  in  error.  It  places  the  nation 
in  the  fituation  of  a  merchant  who,  at  the  end 
of  each  year,  fettles  his  accounts  with  all  the 
individuals  with  whom  he  has  had  any  com- 
mercial tranfaclions.  When  the  country  pays 
more  money  than  it  takes,  its  wealth  is  repre- 
fented  as  diminifhing ;  the  balance  of  trade  is 
againft  it.  When  it  receives  a  furplus  in 
money  above  its  difburfements,  it  is  repre- 
fented  as  being  grown  richer,  the  balance  of 
trade  is  in  its  favour.  But  this  do6trine  of 
balances  is  delufive.  Cuftom-houfe  regiflers 
are  incomplete,  incorrect,  and  unfafe,  and  the 
courfe  of  exchange  is  regulated  by  many  cir- 
cumflances  unconnected  with  the  favourable 
or  unfavourable  Hate  of  accounts  between  two 
countries.  Nothing  befides  can  be  inferred 
from  any  balance  of  trade,  be  it  ever  fo  cor- 
rect, refpecTdng  the  increafe  or  diminution  of 
national  wealth.  A  country  never  parts  with 
its  money,  but  for  commodities  which  it  pre- 
fers to  money.  If  the  returns,  for  inftance, 
are  corn,  timber,  cotton,  &c.  the  country  is 
not  the  poorer  for  having  thofe  commodities 
inflead  of  coin.  They  mufl  be  rather  more 
advantageous,  or  elfe  they  would  not  have 
been  purchafed.  Even  if,  in  lieu  of  getting 
ufeful  commodities,  a  nation  carried  on 

foreign 
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foreign  wars  for  its  fafety  and  prote6lion,  the 
money  is  well  employed,  though  the  wealth 
of  the  nation  be  not  vifibly  increafed.   .  The 
reafon  of  this  non-increafe  of  wealth  does  not 
lay  in  the  exportation  of  the  coin,  it  lays  in 
the  circumftance  that  nothing  is  received  for 
it    in    return,    except    fuccefsful  protection 
againfl  hoilile   attacks,   which  would  prove 
more  fatal  to  the  country  than  the  parting 
with  a  portion  of  its  wealth  for  its  fafety. 
And  in  every  inilance  the  money  wanted  for 
foreign  payments  mull  have  been  previouily 
acquired  by  the  induflry  of  the  nation.  When- 
ever money  is  taken  for  any  produce,  it  is  with 
the  view  to  pur  chafe  other  commodities,  and 
if  fuch  commodities  are  to   be  obtained  in 
foreign  countries  only,  the  defire  of  arriving 
at  their  poffeffion  affords  a  freih  incitement  to 
induftry.     Money  would  not  have  been  at- 
tracted in  fuch  large  quantities  to  the  country, 
had  not  the  wiih  to  poffefs  the  foreign  com- 
modity been  excited. 

A  free  trade  of  confumption  between  two 
provinces  or  two  countries  is  always  ad- 
vantageous to  both,  though  one  may  de- 
rive a  greater  benefit  from  its  trade  than 
the  other.  The  trading  profits  of  a  country 
may  vary  from  one  time  to  the  other;  but 
a  country  never  grows  poorer  for  its  com- 
mercial tranfactions,  it  is  always  benefitted 

by 
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by  a  regular  commerce.  The  countries 
trading  with  each  other  are  mutually  increa- 
iing  their  annual  income.  When  both  ex- 
change home  produce  againft  each  other, 
each  obtains  an  equivalent  in  productions, 
grown  in  the  other  country,  each  enables  the 
other  to  devote  additional  attention  to  the 
growth  of  thofe  commodities,  and  as  every 
nation  is  benefitted  by  its  foreign  purchafes, 
fince  it  fells  the  commodities  at  a  higher  price 
than  it  has  bought  them,  the  refpe6live 
foreign  productions  occafion  in  each  country 
an  increafed  induflry,  confequently  the  wealth 
of  one  receives  nearly  as  great  an  increafe  as 
that  of  the  other.  But  if  one  nation  trades 
with  its  home  produce,  and  the  other  pur* 
chafes  it  with  foreign  commodities  only,  gold, 
for  inflance,  which  it  has  bought  in  another 
remote  country,  the  profit  of  the  country 
which  pays  the  inland  productions  of  its 
neighbour  with  gold,  is  inferior  to  that  which 
pays  it  with  home  produce,  becaufe  its  capital 
takes  a  very  extenfive  round  about,  and  does 
not  occupy  the  induflry  of  its  inhabitants 
during  the  time  that  it  performs  this  cir- 
cuitous journey.  A  rich  country  always  en- 
riches the  poor  one  with  its  foreign  trade  of 
confumption.  The  rich  country  has  many 
wants,  and  pays  well  for  their  fupply ;  confe- 
quently 
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quently  the  labour  of  the  poor  country  is  bene- 
ficially employed,  and  the  rich  country  is  alfo 
a  gainer ;  it  can  purchafe  labour,  and  parti- 
cularly the  produce  of  agricultural  labour,  no 
where  fo  cheap.  Both  countries  procure  ad- 
vantages to  each  other  ;  the  poor  country  in- 
creafes  in  opulence,  without  impoverilhing  the 
wealthier  one.  On  the  contrary,  it  confers  a 
folid  benefit  on  the  rich  country  by  augment- 
ing its  power  to  purchafe. 

Though  it  be  perfectly  true  that  one  branch 
of  foreign  commerce  may  be  more  profitable 
than  another,  yet  the  means,  which  the  fyflem 
of  keeping  the  metallic  money  in  the  country 
employs,  are  far  from  calculated  to  procure 
the  advantages  which  that  fyflem  has  in  view. 
They  have  rather  a  contrary  tendency. 
Independent  of  the  inutility  and  the  fatal 
effects  of  prohibiting  the  exportation  of  coin, 
fuch  a  prohibition  cannot  be  obeyed.  The 
merchant  mufl  pay  his  foreign  debts,  and  if 
he  can  accomplim  his  purpofe  befl  with  me- 
tallic money  he  undoubtedly  will :  but  in  that 
cafe  he  incurs  additional  charges  for  the  cir- 
cuitous road,  which  the  coin  mufl  take  and 
the  attendant  rifk.  On  both  accounts  the  in- 
land confumers  are  obliged  to  pay  dearer  for 
the;  commodities  which  he  fells  them.  The 
national  wealth  is  equally  diminifhed, -whether 

the 
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the  merchant  be  forced  to  export  a  greater 
value  in  other  commodities,  or  to  fend  the 
metallic  money  to  his  correfpondents  by  a  dan- 
gerous and  expenfive  round-about  way. 

Monopolies  and  privileges,  by  railing  the 
prices  of  certain  commodities,  take  unneceffa- 
rily  more  from  the  buyers  than  they  ought,  and 
diminifh  their  power  to  purchafe.  Were  the 
capital  of  the  monopolift  and  privileged  mer- 
chant employed  in  a  different  production  with- 
out any  monopoly  or  privilege,  it  would  alfo 
produce  a  greater  value,  and  the  country 
would  be  a  gainer. 

Premiums  are  extraordinary  rewards  which 
the  ilate  grants  fometimes  for  the  produc- 
tion and  fometimes  for  the  exportation  of 
certain  commodities.  When  they  are  given 
to  favouy  or  to  extend  the  fale  of  a  new  ufeful 
production,  or  to  recompenfe  a  beneficial 
invention,  they  may  be  juflified.  By  en- 
couraging extraordinary  ingenuity,  they  act 
as  an  incentive  to  the  emulation  of  the  work- 
men. But  when  they  are  granted  to  raife  in 
the  country  a  commodity  which  could  not  be 
produced,  or  to  promote  an  exportation  that 
could  not  take  place  without  a  premium,  they 
necefTarily  diminifh  the  wealth  of  the  nation, 
"When  their  object  is  to  encourage  the  produc- 
tionpf  a  certain  commodity,  the  nation  pays  an 
4  addi* 
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additional  premium  for  an  article  which  might 
be  obtained  from  abroad  without  that  addi- 
tion ;  and,  were  it  not  for  this  premium,  the 
capitals  engaged  in  its  production  would  pro- 
duce fome  other  commodity  worth  at  leaft  as 
much  as  that  which  is  produced  with  the  af- 
iiflance  of  the  premium.     When  premiums 
are  granted  in  the  ihape  of  a  bounty,  that  is 
to  fay,  as  an  encouragement  for  exportation 
to  enter  into  competition  with  alien  merchants 
jn  foreign  markets,  the  nation  is  doubly  a 
fufferer,  fince  it  is  forced  to  pay  the  bounty, 
and,  in  addition  to  that,  the  higher  price  of 
the  commodity  which  the  bounty  never  fails 
to  occafion  at  home,  and  which  generally  ex- 
ceeds the  amount  of  the  premium.     There 
are,  however,  a  few  inflances  in  which  pre- 
miums of  this  kind  may  be  coniidered  as  ex- 
pedient, for  inflance,  to  prevent  a  fudden  ob- 
ilru6lion  to  a  certain  trade,  and  confequently 
to  guard  againil  a  greater  imminent  evil,  or 
to  att^acl;  commodities  of  the  firft  neceffity  in. 
cafes  of  emergency.     Still  they  are  always  fa- 
crifices  which,  though  they  may  fometimes  be 
juitified  on  the  fcore  of  warding  off  a  greater 
inconvenience,  or  remedying  an  urgent  want, 
can  never  be  conducive  to  inqreafe  the  wealth 
of  the  country.     They  are  generally  occa- 
fioned  by  erroneous  antecedent  regulations  j 

the 
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the  permanent  profperity  of  a  nation  is  always 
beft  confulted  when  a  free  courfe  is  left  to 
the  natural  progrefs  of  trade  and  induilry. 
Premiums  have  alfo  this  difadvantage  in  com- 
mon with  monopolies  and  privileges,  that 
they  draw  labour  and  capital  to  trades  on 
which  they  could  not  have  been  bellowed, 
at  leaft  not  in  the  fame  degree,  had  it  not 
been  for  the  premium  by  which  they  are 
fupported  and  encouraged. 

When  premiums  are  merely  a  compenfation 
for  an  import  previoufly  paid,  which  might 
impede  the  exportation  of  a  certain  com- 
modity, they  are  called  drawbacks.  Though 
they  do  not  attract  induflry  and  capitals  to 
channels  into  which  the  latter  would  not  have 
flown  of  themfelves,  it  yet  would  be  far  more 
advantageous  if  the  duty  were  lowered  upon 
the  commodity  in  general,  and  paid  in  equal 
fhares  by  the  foreign  and  home  confumer, 
on  both  of  whom  it  would  fall  lightly,  and 
the  home  confumer  would  be  relieved  of  part 
of  his  burthen.. 

To  encourage  the  production  of  any  com- 
modity  by  advances  of  money  from  the  flate 
is  rarely  advantageous.  The  requeil  of  fuch 
advances  always  denotes  that  there  is  fome- 
thing  hazardous  in  the  undertaking.  If  it 
promifed  a  fure  gain,  and  the  undertaker 

enjoyed 
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enjoyed  any  credit,  private  capitals  would 
not  be  wanting  for  the  enterprize ;  the 
Hate,  under  that  fuppofition,  Hands  in  the 
way  of  private  capitaliils.  But  if  the  under- 
taking does  not  hold  out  any  fair  profpect 
of  gain,  or  the  undertaker  has  no  credit, 
the  Hate  is  playing  a  dangerous  game  with 
the  public  money  entrufted  to  its  care. 

The  attempt  to  regulate  the  exports  and 
imports  of  a  country  is  not  lefs  prejudicial. 
To  prohibit  the  importation  of  certain  com- 
modities tends  to  raife  the  prices  of  thofe 
commodities  at  home  ;  to  prohibit  the  ex- 
portation of  certain  productions  lowers  their 
prices.  In  the  firft  inflance  the  nation  lofes 
the  benefit  of  cheaper  prices  ;  no  one  is  a 
gainer  but  the  fmall  number  of  fellers,  and 
thefe  too  would  very  likely  have  gained  as 
much  in  any  other  line  of  buiinefs,  had  not 
the  prohibition  of  the  foreign  article  at- 
tracted them  to  that  trade.  In  the  fecond 
inftance,  the  home  producers  lofe  the  benefit 
of  higher  prices.  Although  the  circumftance 
that  the  raw  material  is  kept  in  the  country, 
may  enable  the  natives  to  purchafe  this  raw 
material  a  little  cheaper,  and  the  manufac- 
turer to  extend  his  manufa6lure  in  confe- 
quence,  it  yet  operates  upon  the  whole  againft 
the  production  of  this  raw  produce,  dimi- 

Q  nifhes 
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niflies  its  quantity,  and  damps  the  zeal  to  im- 
prove it.  Experience  mows  befides  that  it 
is  not  fo  much  the  cheapnefs  of  the  raw 
material,  but  the  ikill  of  the  manufa6ltirers 
which  renders  manufactured  articles  good 
and  cheap ;  there  is  no  danger  in  the  com- 
petition of  the  foreign  manufacturer  if  he  be 
obliged  to  fetch  the  raw  material,  the  coun- 
try having  in  that  cafe  the  ftart  of  the  charges 
on  conveyance  both  ways.  Should  however 
the  home  manufacturer  not  be  equally  fkilled 
with,  or  rather  greatly  behind  the  foreign 
manufacturer,  it  is  far  more  advantageous  to 
leave  the  bufinefs  to  foreigners,  and  to  pur- 
chafe  their  manufa6lured  article  with  any 
other  commodity,  in  the  produ6lion  of  which 
;the  country  excells.  Whether  prohibiting 
the  exportation  of  any  produce  can  ever 
be  defended  on  the  plea  of  neceflity  is  a 
queftion  foreign  to  the  prefent  inquiry.  The 
principle  that  ought  to  be  clearly  eilablifhed 
In  political  economy,  is  fimply,  that  prohibi- 
tions with  regard  to  either  importation  or 
exportation  are  not  means  of  increafing  the 
wealth  of  nations. 

The  objeft  of  commercial  treaties  is  in 
general  to  infure  to  thofe  nations,  with  which 
the  balance  of  trade  is  fuppofed  to  be  fa- 
vourable, the  monopoly  of  their  produce  in 

our 
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our  country,  and  to  obtain  the  monopoly  of 
our  produ6lions  in  their  country.      But  by 
this  very  circumflance  that  our  country  is  to 
pur  chafe  only  in  theirs,  it  is  deprived  of  the 
benefit  of  the  lower  prices  at  which  the  fame 
commodities  might  be  obtained  from  other 
foreign  nations,  and  lofes  an  advantageous 
tranfit  and  carrying  trade.  Whether  the  fale  of 
the  home  productions  be  actually  increafed 
in  a  manner    perfectly   adequate    to    over- 
balance thofe  lofles,  is  extremely  problema- 
tical, without  adverting  here  to  the  numerous 
political     difadvantages    with    which     fuch 
commercial  treaties  are  infallibly  pregnant. 
The  time  is  perhaps  not  far  diftant  when  the 
highly  extolled  commercial  treaty  concluded 
between    Great    Britain   and  Portugal,  and 
known  by  the  name  of  Methuen's  Treaty,  will 
be   feen   in  its  true  light  (//).      Who  knows 
how  far  the  admiffion  of  French  wines  at  a 
duty  equal  to  that  of  the  wines  of  Portugal 
might  have  improved  the  intercourfe  between 

(m)  Methuen's  brother  was  a  principal  merchant  in  the 
woollen  line,  and  wrote  to  his  brother  the  embafiador  at 
Lifbon,  defiring  him  to  ilate  to  the  Portuguese  minifters, 
that  the  wines  of  Portugal,  particularly  thofe  produced  on 
the  eftates  of  the  nobles,  would  have  a  great  and  fecure  fale 
in  England,  if  His  Portuguefe  Majefty  would  revoke  the 
prohibition  upon  foreign  cloth,  fo  that  Englifh  cloth  might 
be  admitted.  Appendix  to  Robert  Sout/jey's  Letters  during  a 
JJjort  Refidence  in  Spain  and  Portugal. 
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France  and  England,  and  contributed  to 
diminifli  that  national  antipathy  which  has 
fo  greatly  affifted  the  political  quarrels  that 
have  often  been  wantonly  raifed  between  the 
two  governments,  and  have  caufed  the  two 
mod  intelligent  nations  of  Europe  to  rejoice 
in  their  refpeftive  misfortunes  ! 

The  reftrkftions  impofed  upon  the  trade  of 
commercial  colonies  aim  chiefly  at  infuring 
to  the  mother  country  the  monopoly   of  its 
own    productions,    and     at    obtaining    the 
colonial  produce  at   a  cheaper  rate.     They 
are  equally  difadvantageous  to   the  colonies 
and  to  other    countries.      The   former   are 
forced  to  pay  dearer  for  the  productions  of 
the  mother  country,  which  they  might  pur- 
chafe  at  a  lefs  price  elfewhere,  and  to  fell  the 
mother  country  their  own  produce  at  prices 
inferior  to  what  it  might  command  in  other 
countries,   which    are    completely   excluded 
from  all  commerce  with  the  colonies.      It  is 
true  that  the  mother  country  has  the'  advan- 
tage of  felling  many  of  its  productions  dearer 
and  buying  the   colonial   produce    cheaper. 
But  as  fuch  a  fyflem  of  exclufion  and  reftric- 
tion  is  apt  to  excite  thejealouiy  of  foreign 
nations,  and  to  create  ill  will  in  the  colonies, 
it  forces  the  mother  country  to  keep  up  a 
ftrong  navy  for  the  protection  of  its  diflant 

colonies, 
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colonies,  and  often  involves  it  in  expenfive 
wars.  The  colonial  trade  draws  alfo  large 
capitals,  which  would  have  employed  a  num- 
ber of  labourers  in  the  mother  country  and 
procured  it  more  folid  advantages.  And 
after  all,  it  is  not  absolutely  certain  that  the 
colonial  produce  would  be  higher  in  price  if 
its  fale  were  left  unreftricted,  iince  a  free 
trade  never  fails  to  encourage  production. 

Upon  the  whole,  it  is  evident  that  the  flate 
contributes  little  or  nothing  to  the  increafe 
of  national  wealth  by  police  regulations  re- 
fpecting  trade  and  commerce.  The  meafures 
hitherto  adopted  for  that  purpofe  generally 
produce  effects  diametrically  oppofite  to  thofe 
intended.  The  wifefl  policy  is  to  leave  trade 
and  commerce  to  their  own  natural  and  un- 
fhackled  progrefs  (n).  To  prevent  the  pro- 

(«)  If  every  law  of  regulation  either  of  internal  or  ex- 
ternal trade  were  repealed,  with  the  exception  of  thofe  necef- 
fary  for  the  collection  of  revenue,  it  would  be  an  undoubted 
benefit  to  commerce  as  well  as  to  the  community  at  large. 
An  avowed  fyftem  of  leaving  things  to  take  their  own 
courfe,  and  of  not  liftening  to  the  interefted  folicitations  of 
one  clafs  or  another  for  relief  whenever  the  imprudence  of 
fpeculation  has  occafioned  lofies,  would  fooner  than  any 
artificial  remedy,  re-produce  that  equilibrium  of  demand  and 
fupply  which  the  ardour  of  gain  will  frequently  derange,  but 
which  the  fame  caufe,  when  left  alone,  will  as  infallibly  re- 
ftore.  Alex.  Baring's  Inquiry  into  the  Orders  of  Council,  <Scc. 
1808,  page  133. 
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dudbive  powers  being  difturbed,  and  the 
gradual  increafe  of  national  wealth  being  im* 
peded,  is  the  particular  province  of  a  good 
police  ;  its  meafures  ought  to  protect  perfons 
and  property,  not  only  againfl  violent  attacks, 
but  alfo  againfl  fwindling  fchemes  and  ruin- 
ous  gambling  fpeculations ;  they  ought  to 
facilitate  the  communication  of  the  provinces, 
with  each  other,  render  that  communication 
fafe,  watch  over  frauds  in  weights  and  mea- 
fures, and  over  adulterations  of  the  coin, 
reprefs  wanton  begging,  and  remove  every 
obftacle  to  ufeful  activity. 


CHAP. 
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CHAR    XL 

Of  the  Adminijlration  ofjujlicc. 

HPHE  inftitutions  of  a  country  for  the 
-*•  admin  iftration  of  juftice  are  among  its 
mofl  important  eftablifhments ;  they  fre- 
quently come  in  contact  with  individual 
comfort  and  profperity.  The  laws  them- 
felves,  by  which  the  rights  of  the  members 
of  the  community  are  regulated,  have  not  a 
greater  influence  on  the  national  wealth, 
than  their  proper  application  and  prompt 
execution  by  an  impartial  adminiflration  of 
juftice.  The  confcioufnefs  that  our  perfons 
are  free  and  our  property  fafe,  derived  from 
the  fteady  operation  of  the  laws  and  their 
difinterefted  application,  is  an  incentive  to 
induftry.  But  the  uncertainty  of  the  law, 
and  a  dilatory  and  partial  adminiflration  of 
juftice,  occafion  a  great  wafte  in  the  produc- 
tive powers.  They  weaken  the  inclination  to 
acquire  property,  and  invite  the  ill-difpofed 
to  quarrels  and  frauds.  Laws  which  fix  the 
relative  rights  of  individuals,  fecure  and 
facilitate  legal  claims,  and  fubject  their 
fmalleft  violation  or  infraction  to  proportion- 
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ate  punifhment,  and  an  adminiftration  of 
juflice  which  promptly  comes  to  the  relief  of 
the  oppreffed,  are  alike  conducive  to  the 
profperity  of  a  nation.  The  time  fpent  in 
protracted  litigations  is  a  lofs  to  productive 
labour.  The  fhorter  the  civil  procefs,  the 
greater  the  benefit.  Wherever  interelled 
lawyers  keep  up  the  fpirit  of  idle  contentions, 
bad  faith  and  double  dealing  are  encouraged, 
and  baneful  evils  follow  in  their  train. 

Laws  approach  the  neareft  to  perfection 
when   great  play  is  left  to  the  freedom  of 
perfons  and  property.     Unneceffary  aud  over 
numerous  modifications  of  ranks,  privileges, 
monopolies  ;  a  conflant  pronenefs  to  legiflate 
in  matters  of  trade  and  commerce  ;  the  aiming 
at   collateral  objects  in  the  levying   of  the 
public  revenue  ;  the  rage  of  heaping  ftatute 
upon  flatute  on  every  trivial  occafion ;  and 
whatever  may  tend  to  make  the  laws  cum- 
berfom£  and  complicated,  are  evils  of  more 
or  lefs  ferious  confequence,  in  proportion  to 
the   purity   of  the   tribunals    to   which    the 
adminiftration  of  juftice  is  entrufled.     If  the 
uncertainty  of  the  law  be  a  matter  of  triumph 
with  the  wicked,  in  a  country  remarkable  for 
its  good  laws  and  for  a  flill  better  adminiftra- 
tion of  juftice,  what  muftbe  its  confequences 
among  lefs  favoured  nations  ?     The  lofs  of 
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time,  capital,  and  labour  among  a  people 
addicted  to  litigation  and  idle  contentions, 
in  countries  curfed  with  a  code  of  bad  laws 
and  an  indifferent  adminiftration  of  juftice^ 
is  indeed  incalculable. 


CHAR 
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CHAP.    XII. 

Of  the  different  Means  of  providing  for  the 
public  Ezpences  of  the  State. 


flate  maybe  confidered  as  a  machine 
neceiTaiy  to  the  foundation,  preferva- 
tion,   and   augmentation    of  the    wealth    of 
nations.      The  community  for  whofe  ufe  it 
operates  muft  of  courfe  bear  the  expences  of 
this  machine.     By  protecting  the  individual 
rights  of  every  member  of  the  community, 
the  ftate  is  in  fa6l  a  co-operator  in  the  produc- 
tion of  wealth*     That  this  machine  ought  to 
be  maintained  at  as  little  an  expence  as  is 
compatible  with  the  attainment  of  its  object, 
and  that  it  ought  to  abridge  the  property  of 
individuals   as  little   as  poflible,    are   confe- 
quences  of  what  we  have  afferted  to  be  the 
end  which  the  flate  ought  to  have  in  view, 
that  is  to  fay,  the  happinefs  of  the  commu- 
nity.     Economy  in  the   application   of  the 
means  by  which  the  flate  is  fupported,  and 
prudence  in  their  collection,  that  taxes  may 
not  obftruc~l  the  acquifition  of  property,  are 
two    principles    that    ought    never    to    be 
negledted.     The  wants  of  the  flate,  whatever 

4  may 
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may  be  their  extent,  muft  be  fully  fupplied, 
and  they  can  only  be  fupplied  by  contributions 
levied  on  the  internal  refources  of  the  country. 
It  is,  however,  evident,  that  as  the  nation 
is  obliged  to  provide  for  the  public  expences 
out  of  its  income,  the  more  the  taxes  {wallow 
of  this  national  income,  the  lefs  is  left  to  the 
contributors  for  the  fupply  of  their  own  private 
wants  and  for  the  accumulation  of  capitals 
to  be  employed  in  the  production  of  freih 
commodities.  If  the  taxes  touch  the  capital 
itfelf,  they  deflroy  the  fource  of  wealth ; 
if  they  obflruct  the  labourer  in  his  induftry, 
and  befet  the  employment  of  capital  with 
difficulties,  they  weaken  the  principal  fources 
of  wealth.  But  when  the  taxes  abforb  only 
a  fmall  part  of  the  income  of  the  nation ; 
when  one  clafs  of  individuals,  or  one  in- 
dividual is  not  more  burthened  than  the 
other  ;  and  when  circuitous  ways  are  avoided 
in  the  collection  of  taxes,  a  larger  capital 
is  left  in  productive  activity  to  increafe 
the  national  wealth.  Simple  and  felf-evident 
as  thefe  principles  appear  to  be,  their  appli* 
cation  is  considered  as  liable  to  many  difficul- 
ties, and  they  have  been  more  or  lefs  dif- 
regarded  by  all  ftates. 

The  ufual  means  which  governments  have 
adopted  to  obtain  the  expences  neceflary  for 

the 
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the  fupport  of  the  flate,  may  be  reduced  to 
demefnes,  royalties,  and  taxes. 

Demefnes,  Crown  lands,   or  domains,  are 
lands  belonging  to  the  ilate,  out  of  the  net 
produce  of  which,  part  of  the  public  expences 
are  defrayed.    Whatever  may  be  their  origin, 
whether  the   private   property  of  the   chief 
magiflrate,  and  generoufly  devoted  by  him 
to  the  public  fervice,  or  whether  they  were 
originally  fet  apart  to  be  applied  to  the  ex- 
igencies of  the  Hate,  or  purchafed,  inherited, 
or  conquered,  the  individual  members  of  the 
nation  lofe  the  rents  of  fiich  crown  lands. 
At  firfl  light,  indeed,  nothing  appears  more 
advantageous  than  to  devote  a  portion  of  the 
landed  property  of  the  nation  to  the  exigencies 
of  the  flate,  to  trull  its  management  to  the 
government  of  the  country,  and  to  free  the 
individual  members  of  the  nation  from  all 
further  demands  upon  their  property.     Were 
the  revenue  derived  from  demefnes  fufficient 
to  defray  the  flate  expences,  this  way  of  pro- 
viding for  them  would  actually  be  the  bell, 
and  the  bad  management  of  fuch  lands  would 
readily  be  overlooked.     But  in  proportion  as 
the  wealth  of  nations  expands,  the  fupport  of 
the  Hate  becomes  more  expenlive.     In  our 
days,  the  net  produce  of  the  demefnes  conili- 
tutes,  in  almoft  every  country,  the  fmallefl 

part 
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part  of  the  public  revenue,  and  the  attempt 
to  provide  for  the  increafed  wants  of  the  Hate 
by  iimilar  facrifices  of  portions  of  land,  would, 
in  many  countries,  convert  the  whole  furface 
of  the  foil  into  crown  lands.  The  benefit 
which  demefnes  would  confer  on  the  commu- 
nity, were  they  alone  fufficient  for  its  public 
expences,  is  no  longer  within  the  reach  of  any 
great  nation.  Independent  of  the  crown 
lands,  the  net  produce  of  which  is  fet  apart 
for  the  public  revenue,  nations  mull  fubmit 
to  all  forts  of  taxes  ;  and  it  is  then,  in  parti- 
cular, that  they  feel  the  heavy  burthen  of 
demefnes  (o),  which  deprives  them  of  a  far 

greater 

(o)  In  France,  the  crown  lands,  which  are  ftill  called  the 
national  domains,  are  vaftly  more  numerous  than  under  the 
old  government.  There  has  been  an  annexation  of  all  the 
forefts,  formerly  held  by  corporate  bodies  and  the  emigrants, 
of  large  diftri&s  in  the  conquered  countries,  and  of  all  woods 
whatever,  above  the  extent  of  300  acres.  In  1789,  the 
demefnes  in  France  yielded  50  millions  of  francs;  in  1802, 
they  yielded,  with  the  regifter  dues,  1 90  millions,  (Jiatiftique 
de  la  France,)  and  in  1806,  the  forefts  alone,  70  millions.  An 
intelligent  American  traveller  in  a  Letter  on  the  Genius  of  the 
French  Government  in  1810,  reprobates  in  the  fevereft  terms 
this  moft  oppreffive  and  improvident  mode  of  raifing  a  reve- 
nue, as  a  bar  to  that  improvement  which  would  refult  from 
the  more  produ&ive  care  of  individual  intereft.  An  immenfe 
territory,  of  more  than  five  millions  of  acres,  is  withheld  from 
the  public,  in  the  moft  prejudicial  manner,  and  gives  employ- 
ment to  8000  goyernnaent  officers,  called  confervators,  in- 

fpectors, 
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greater  fhareof  wealth  than  what  the  flate  actu- 
ally derives  from  them.  Lands  in  the  hands 
government  produce  much  lefs  than  in  the  of 
hands  of  private  proprietors,  becaufe  the  flate 
is  forced  to  leave  their  management  and 
fuperintendence  to  others ;  it  confumes  the 
whole  net  produce,  and  can  apply  no  part  of 
it  to  the  improvement  of  the  foil ;  and  even 
when  it  attempts  fuch  improvements,  they 
coil  much  more  and  fucceed  much  lefs  than 
when  they  are  undertaken  by  private  indivi- 
duals. Hence  the  total  produce  of  crown 
lands  is  always  much  fmaller  than  it  would 
be  under  a  better  management.  They  bear 
a  much  fmaller  rent,  particularly  if  we  take 
into  the  account  what  their  fuperintendence, 
buildings,  immunities,  &c.  cofl  the  nation 
more  than  they  would  do  in  private  hands ; 
there  is,  befides,  a  much  fmaller  produce  dif- 
tributed  among  the  undertakers,  capitalifls, 
and  labourers  .employed  in  their  cultivation. 


fpe&ors,  furveyors,  guards,  &c.  and  to  complete  the  injury, 
no  individual  proprietor  of  wood-land  can  cut  down  his  tim- 
ber, under  a  heavy  penalty,  without  giving  fix  months  notice 
of  his  intention  to  one  of  the  confervators,  upon  whofe 
report  the  permiflion  of  government  is  granted  or  refufed. 
This  gives  to  the  French  government  a  virtual  monopoly  of 
the  fale  of  wood.  In  Prufiia,  there  are  ftill  516  domanial 
eftates. 

Were 
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Were  demefnes  converted  into  private  pro* 
perty,  their  former  rent  might  be   paid  to 
government  in  fome  other  fhape.    By  a  better 
management,  they  would  yield  a  far  higher 
rent  to  the  new  proprietors,  more  labourers 
would  draw  wages  from  them,  and  as  a  larger 
capital  would    be    employed,    the    capitaliil 
would  alfo  obtain  more  intereft,  confequently 
the  nation  would  be  benefitted  in  proportion 
to  the  extent  and  previous  bad  adminiflration 
of  the  demefnes.     In  many  countries  there  is 
{till    another    difadvantage    connected    with 
crown  lands.     They  draw  government  over, 
as  it  were,  to  the  party  of  thofe  who,  enjoying 
immunities  or  exemptions  from  taxes,  burthen 
the  other  land-owners  with  greater  charges, 
and   enrich   themfelves    at  the    expence   of 
others.     However  when  flates  cannot  be  pre- 
vailed upon  to  alienate  their  demefnes,  they 
ought,    at  leail,  to  affimilate  them  as  much 
as  poffible  to  private  property,  by  fubje6ling 
them   to  all  the  taxes  of  the  country,  and 
•by  letting  them   out    to   farmers  in  fuch  a 
way   as    to   have   nothing   to  do  with  their 
fuperintendence,     but     limply     to     receive 
the  rents.      In  that  cafe,  long  leafes,  which 
afford  opportunities    to  diiplay    talents    and 
to    acquire  wealth,    are    the    bell,    as  they 

aim  oft 
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almofl  give  the  farmers  the  intereft  of  private 
proprietors. 

Royalties  are  the  exclufive  right  of  the 
flate,  to  carry  on  certain  trades,  with  the  fole 
view  of  deriving  a  public  revenue  from  them, 
fuch  as  mining,  coining  (j?),  pofl  coaches, 
manufactures,  repairs  of  high  ways,  games  of 
hazard,   commercial   fpeculations,  &c.     But 
the  ilate  is  always  a  bad  tradefman  ;  it  muft 
get  every  thing  done  at  a  great  expence,  by 
agents,  who,  in  general,  are  more  intereiled 
in  enriching  themfelves  than  in  benefitting 
the  Hate,  or  who,  even  when  they  are  divefled 
of  too  large  a  mare  of  felf-intereil,  never  feel 
fuch  a  powerful  incitement  to  induilry  and 
diligence  in  conducting  a   buiinefs  of  that 
kind,  as  an  individual  who  works  for  his  own 
immediate  benefit.     The  flate,  beiides,  can- 
not  enjoy   any  profit    from   trade   unlefs   it 
appropriates  to  itfelf,  either  by  dire6l  or  indi- 
rect means,  the  monopoly  of  that  trade,  and 
forces  the  nation  to  purchafe  the  commodity 
,at  a  higher  price  than  it  might  elfe  be  had. 
And  as  the  commodity  cofls  the  ilate  much 
more  than  it  would  cofl  to  a  private  under- 
taker, its  gains  are  far  from  compenfating  the 

(/>)  The  feignorage  on  coin  in  France  produced  in  1807- 
about  400,000  francs. 

3  lofs 
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lofs  which  it  brings  upon  tire  nation.  Were 
the  trade  left  free,  the  nation  would  employ 
the  money  which  it  pays  to  the  flate  for  its 
commodity,  in  purchafing  the  article  and 
paying  in  the  ihape  of  a  tax  what  govern- 
ment gains  by  its  monopoly,  and  it  would 
itill  have  a  considerable  furplus  left  above  the 
price  of  the  commodity  and  the  tax  paid  to 
the  flate.  The  greater  the  extent  of  the 
trades  carried  on  by  the  Hate,  the  greater  is 
its  inter  eft  in  injuring  other  tradefmen  that 
come  in  collifion  with  it ;  the  more  branches 
of  induflry  are  withheld  from  the  people  to 
whom  they  ought  to  be  left  unimpaired,  and 
the  more  is  taken  from  the  fubjects.  Thus 
the  flate  raifes  an  unneceffary  obftruction  to 
the  increafe  of  national  wealth,  fince  it  might 
obtain  the  fame  revenue  at  lefs  expence,  and 
in  a  way  far  more  conducive  to  the  profperity 
of  the  nation.  Were  fome  riiks  to  be  run  in 
the  beginning  of  a  profitable  enterprize,  fo  as 
to  deter  private  undertakers,  it  would  yet  be 
more  advantageous  for  government  to  induce 
private  individuals,  by  advances  or  premiums, 
to  embark  in  the  trade,  than  to  undertake  it 
itfelf.  Even  trades  which,  for  the  fake  of  or- 
der and  fafety,  want  the  fanetion  of  public 
authority,  fuch  as  coining  and  others,  are  bet- 
ter managed  by  private  undertakers.  And 

R       ;  ihould 
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ihould  public  fecurity  abfolutely  require  any 
bufinefs  to  be  carried  on  by  the  flate,  it  yet 
ought  never  to  be  conlidered  as  a  good  fource 
of  revenue.  Monopolies  always  have  the  moil 
pernicious  effects  on  the  wealth  of  the  nation, 
without  any  advantage  to  government ;  they 
are  therefore  at  all  times  an  evil.  And  this 
evil  is  of  a  ftill  more  alarming  confequence 
when  the  trade  in  itfelf  is  not  only  ufelefs  but 
injurious  to  the  community,  fuch  as  lotteries, 
and  more  efpecially  thofe  known  abroad  by 
the  name  of  Lottos  (7). 

Lotteries  in  general  are  a  mere  gambling 
fpeculation,  by  which  money  is  collected  out 
of  the  pockets  of  many  to  return  it,  confider- 
ably  reduced  in  its  amount,  according  to  the 

(q)  A  Lotto  is  a  Lottery  of  ninety  numbers,  from  one  to 
ninety,  upon  one,  two,  three,  or  any  indefinite  number  of 
which  the  perfons  who  play  in  the  lottery  may  ftake  any  fum 
they  pleafe.  Every  fortnight  or  every  three  weeks  the  lot- 
tery is  drawn,  that  is  to  fay,  five  numbers  are  taken  out  of  a 
wheel  which  contains  the  whole  ninety.  All  thofe  who  have 
ftaked  their  money  upon  one,  two,  three,  four,  or  fivfe  of  the 
fortunate  numbers  are  gainers  in  proportion  to  their  flakes. 
The  guefling  of  one  number  is  rewarded  with  fifteen  times 
the  ftake,  and  is  called  an  Extract;  that  of  two,  with  270 
times  the  ftake,  and  is  called  an  Ambe  ;  that  of  three,  with 
5000  times  the  ftake,  and  is  called  a  Terne,  £c.  But  it  is 
evident  from  the  proportion  of  the  firft  chance,  which  mould 
be  1 8  inftead  of  15  times  the  ftake,  that  the  chances  are  con- 
fiderably  againft  the  players. 

didlates 
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dictates  of  a  blind  chance,  to  the  pockets  of  a 
few.  Nothing  whatever  is  gained  for  the  na- 
tion. On  the  contrary,  the  time  and  labour 
bellowed  upon  the  game  is  neceffarily  loft, 
and  the  whole  capital  embarked  in  the  Lot- 
tery is  withdrawn  from  produ&ive  labour ; 
both  thefe  circumftances  are  equally  prejudi- 
cial to  the  wealth  of  nations.  Lottos  efpe- 
cially,  by  admitting  very  low  flakes,  are  mil- 
chievous  beyond  all  calculation  in  the  excefs 
to  which  they  are  encouraged  in  France, 
Pruffia,  Denmark  (r),  &c.  When  the  tickets 
of  fuch  Lotteries  as  the  Englifh  are  very  high, 
they  are  moftly  purchafed  by  wealthy  indivi- 
duals, or  fuch  who  being  able  to  calculate  the 
chances  of  gain  are  not  diverted  from  ufeful 
bufinefs  by  foolifh  hopes.  It  is  their  being 
fplit  into  fmall  mares  which  takes  from  the 
poor  and  ignorant  their  little  earnings;  extin- 
guifhes  in  the  common  people  the  fatisfa6lion 
which  they  commonly  feel  in  their  moderate 
incomes  ;  kindles  in  their  breads  a  paffionate 

(r)  During  fourteen  years,  from  1773  to  1787,  the  gains 
of  government  from  the  Danifh  Lottos  amounted  to 
^820,423  fterling.  But  from  1787  to  1791  the  public  re- 
gained $£403,6 7 2  fterling,  and  left  only  a  balance  of 
^£416,751  fterling  to  the  Crown  for  the  fpace  of  eighteen 
years.  The  very  uncertain  produce  of  this  deftru&ive  gam- 
bling impoft  was  therefore  only  about  j£2O,ooo  fterling  an- 
nually upon  the  average  of  1 8  years. 

R  2  defire 


244  OF   PROVIDING,        C»  B.  Ilr 

defire  of  gain  ;  diminiflies  their  zeal  for  ufeful 
labour,  which  is  flow  in  enriching  its  votaries  ; 
and  dazzles  their  imagination  with  the  prof- 
peel  of  obtaining  rapidly  and  without  trouble 
thofe  tempting  prizes,  the  object  of  their  moft 
ardent  wimes.  Even  independent  of  the  im- 
moralities into  which  the  rage  of  gambling  in 
Lotteries  fo  frequently  betrays  feeble  minds, 
whatever  weakens  or  extinguifhes  the  love  of 
labour  has  the  moft  pernicious  influence  on 
the  wealth  of  nations,  the  increafe  of  which 
depends  folely  on  labour  and  capitals  the 
produce  of  labour  ($). 

(j)  It  will  not  eafily  be  credited  by  pofterity  that,  in  a  cal- 
culating age,  and  in  an  enlightened  country,  the  parent  of  the 
jfoundeft  principles  of  political  economy,  where  the  induftry 
of  the  people  is  acknowledged  to  be  one  of  the  moft  abun- 
dant fources  of  public  revenue,  thofe  who  were  placed  at  the 
helm  of  the  ftate  in  the  year  1810  mould  have  perfifted,  not- 
withftanding  the  energetic  admonitions  of  the  wifeft  fenators> 
in  a  fyftem  fo  fraught  with  moral  mifchiefs,  and  which  has 
fuch  a  direct  tendency  to  abate  the  induftry  of  the  people. 


CHAP. 
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CHAP.  XIII. 

Of  Taxes  in  Particular. 

greateil  benefit  that  can  be  confer- 
red  upon  a  nation  is,  to  leave  all  lands 
and  all  trades  to  private  individuals,  who  are 
fure  to  obtain  from  them  the  largeft  poffible 
income,  and  to  let  each  individual  contribute 
no  more  of  his  income  to  the  public  expences 
than  what  the  end  of  civil  affociations  necef- 
farily  requires.  This  is  befl  effected  by  regu- 
lar impofls  and  taxes.  The  collection  and 
management  of  the  public  revenue  is  the  only 
bufinefs  particularly  fit  for  the  {late,  and  with 
which  it  ought  never  to  part.  It  is  not  fo 
much  the  fum  raifed  or  expended,  as  the 
mode  of  its  levy  and  its  application,  which 
chiefly  promotes  or  impedes  the  proper  diilri- 
bution  and  increafe  of  the  national  wealth. 
Not  that  the  fum  itfelf  is  indifferent.  Every 
expence  incurred  by  the  flate  is  always  more 
or  lefs  a  lofs  to  the  individuals  who  contribute 
to  defray  it ;  and  as  wealth  increafes  in  pro- 
portion to  the  length  of  time  that  a  capital  is 
actively,  or  rather  productively,  employed, 
that  fyflem  of  finances  is  no  doubt  the  befl 
R  3  which 
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which  not  only  takes  leail  from  the  fubject, 
but  leaves  the  money  as  long  as  poffible  in  his 
hands,  collects  it  only  at  the  time  when  it  is 
wanted,  and  quickly  returns  it  to  the  pockets 
of  the  contributors. 

Taxes  ought  never  to  dry  up  the  fources 
from  which  the  fubjects  derive  their  incomes; 
they  ought  to  be  levied  on  the  annual  income, 
and  not  on  the  flock  or  capital.  Every  ex- 
emption or  immunity  is  contrary  to  the  prin- 
ciples of  juflice  and  equity  ;  the  public  bur- 
thens ought  to  be  borne  by  every  member  of 
the  community  in  proportion  to  his  income, 
without  any  exception.  UnnecefTary  feverity 
and  vexation  ought  to  be  avoided  in  the  col- 
lection of  the  taxes,  and  they  ought  to  be  ga- 
thered at  the  fmalleft  poffible  expence  (/). 
The  amount  of  every  tax  and  the  time  and 
place  of  its  payment  ought  to  be  fo  well  af- 
certained,  as  to  leave  no  room  for  contention 
about  either  between  the  contributor  and  the 
tax-gatherer,  to  afford  no  opportunity  for  the 
exaction  of  bribes,  to  allow  the  money  to  re- 

(t)  The  collection  of  the  taxes  in  France  under  the  ancient 
regime  coft  about  10  per  cent. ;  in  1803,  J^l»  and  in  1808, 
according  to  an  American  traveller,  20  per  cent.  In  Eng- 
land the  colle&ion  of  the  taxes  cofts  from  *i\  to  10  per  cent. 
The  Excife  is  even  faid  to  coft  only  3!  per  cent,  or  $d.  in 
the  pound. 

main 
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main  as  little  as  poffible  in  the  hands  of  the 
collectors,  and  to  render  every  attempt  to 
evade  the  tax  altogether  next  to  impoffible. 

Among  the  nations  of  antiquity,  and  parti- 
cularly among  the  Hebrews,  contributions  to 
the  public  expences  were  levied  in  kind. 
Even  in  the  Roman  republic  anci  under  fome 
of  the  Roman  emperors,  fome  taxes  were  paid 
in  kind.  In  1340  the  parliamentary  grants  to 
the  King  of  England  were  only  in  kind : 
30,000  facks  of  wool  were  granted.  The 
fame  took  place  in  France  under  the  kings  of 
the  firft  and  fecond  race,  as  appears  from  the 
Capitularies.  The  celebrated  Marfhal  Vauban 
wanted  to  revive  this  mode  of  iii^fition  un- 
der Lewis  XIV.,  and  the  quefbon  was  again 
agitated  in  France  in  1787:  but  this  incon- 
venient mode  of  taxation  was  adopted  only 
for  a  fhort  time,  under  the  name  of  Requifi- 
tions,  during  the  revolutionary  phrenzy. 
Contributions  in  kind  and  in  perfonal  fervices 
are  always  more  expensive  and  troublefome 
to  the  contributors  and  to  the  ftate  than  they 
are  ferviceable  to  the  latter ;  they  give  rife 
on  both  fides  to  arbitrary,  unjufl,  tyrannical 
and  cruel  proceedings.  Farmers  in  France 
have  not  fcrupled  to  mutilate  their  cattle  and 
wilfully  to  deteriorate  the  race,  in  order  to 
efcape  the  intolerable  requifitions  of  the  re- 
R  4  volution  a  ry 
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Volutionary  governments.  Taxes  in  money 
are  not  liable  to  fuch  inconveniencies.  They, 
too,  deprive  a  nation  of  part  of  its  income  ; 
but  provided  the  public  means  be  expended 
in  fecuring  the  liberty,  fafety,  and  tranquillity 
of  the  fubje^Sl,  a  valuable  coniideration  is  ob- 
tained in  return. 

But  reverting  to  the  two  mofi  material  cir- 
cumftances  in  the  levy  of  taxes  in  money, 
viz.  their  being  laid  on  equally,  and  collected 
with  the  leail  inconvenience  to  the  contri- 
butors, it  mull  be  confefTed  that  to  hit  this 
equality  exactly,  or  to  tax  every  fubjecl;  in  the 
precife  proportion  of  his  net  income,  is  im- 
poflible.  *>nre_  ought  to  be  taken  only  that 
one  clafs  of\  citizens  be  not  burthened  pre- 
ferably to  another,  that  one  clafs  be  not 
obliged  to  bear  the  tax  almoft  alone,  or  that  a 
few  individuals  be  not  deprived  by  the  tax  of 
nearly  the  whole  profit  of  their  labour  or  ca- 
pital, whilft  others  are  enjoying  it  unimpaired. 
Such  glaring  inequalities,  by  rendering  the 
fufferers  difcontented,  and  weakening  their 
inclination  to  acquire,  impede  the  current  of 
wealth,  and  ftop  it  at  its  fource.  Had  the 
nobles  of  France  confented  to  the  equaliza- 
tion of  the  land  tax,  a  paltry  deficit  of  lefs 
than  two  millions  flerling  would  have  been 
remedied,  and  Europe  would  have  been 

Ipared 
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ipared  the  fcenes  of  horror  and  devaftation 
which  followed  their  pertinacious  refiflance 
to  allay  the  wTell-grounded  difcon tents  of  an 
unequally  taxed  rather  than  overburthened 
people.  But  thofe  inequalities  which  are  un- 
avoidable in  the  faireft  fyftem  of  taxation, 
are  of  trifling  inconvenience  compared  to  the 
pernicious  confequences  of  the  following  de- 
fects in  its  levy  and  collection.  If  the  latter 
be  entrufted  to  too  great  a  number  of  officers, 
a  confiderable  mare  of  the  tax  remains  in  the 
hands  of  the  collectors,  the  nation  is  bur- 
thened,  as  it  were,  with  a  double  impoil, 
and  a  herd  of  people  that  might  perform  pro- 
ductive labour,  are  maintained  at  the  ex- 
pence  of  the  induftrious.  If  any  part  of  the 
tax  be  left  to  the  arbitrary  affeffment  of  the 
collector,  it  opens  the  door  to  a  fyflem  of 
bribery.  If  the  contributors  be  obliged  to 
carry  their  payments  to  a  great  diflance  from 
their  homes,  the  nation  is  deprived  of  the 
commodities  which  would  have  been  pro* 
duced  during  the  time  loft  in  their  journey, 
ings.  If  the  tax  be  ever  fo  flight  an  infrac- 
tion upon  the  freedom  of  trade  and  com- 
merce,  it  deftroys  that  portion  of  national 
wealth  which  a  free  trade  would  have  pro- 
duced. And  laftly,  if  the  incitement  to 
evade  the  tax  be  encouraged  by  the  oppref- 

five 
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five  nature  of  the  tax  or  the  vexatious  mode 
of  collecting  the  fame,  it  feeds  the  bad  paf- 
fions,  engenders  immorality,  throws  the  whole 
burthen  of  the  contribution  upon  the  vir- 
tuous, and  fuflers  the  vicious  to  efcape  its 
load. 

All  taxes  are  paid  by  the  nation,  and  as 
they  ought  to  be  levied  upon  its  income  only, 
they  muft  neceiTarily  flow  from  the  three  prin- 
cipal fources  of  national  income,  viz.  land, 
labour,  and  capital.  He  who  is  unable  to  con- 
tribute  to  the  expences  of  the  flate  out  of  his 
rents,  wages  of  labour,  or  profits  of  flock,  is 
forced  to  break  upon  his  capital  in  order  to 
pay  his  taxes. 

The  economills  or  phyfiocrats  maintain, 
that  there  is  in  every  country  a  clafs  of  inha- 
bitants into  whofe  hands  the  whole  income  of 
the  nation  is  primitively  depofited,  and  out  of 
whofe  hands  all  the  other  inhabitants  mufl  re- 
ceive their  refpective  incomes.  They  fay, 
"  all  wealth  is  originally  derived  from  the 
"  foil,  and  confifts  in  raw  produce,  or  rather 
"  in  proviiions.  It  is  with  the  provifions 
"  grown  in  the  courfe  of  the  year  that  the 
"  advances  bellowed  on  the  cultivation  of 
"  the  foil  and  the  rent  of  the  landlords  arc 
<c  paid,  and  it  is  with  that  portion  of  the  raw 
"  produce  of  the  foil  which  the  co-operators 

«  ill 
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"  in  its  produ6tion  do  not  confume  with 
"  their  families,  that  all  the  remaining  labour 
"  performed  in  the  courfe  of  the  year,  and 
"  whatever  is  confumed  or  accumulated  in 
"  the  country  within  the  fame  period,  is 
"  purchafed."  [B.  n.  CH.  iv.]  Were  this 
really  the  cafe,  it  would  undoubtedly  be  mod 
convenient  to  tax  none  but  land-owners,  from 
whom  every  commodity  originally  proceeds, 
and  who  are  obliged  to  dilburfe,  in  wages  of 
labour  and  profit  of  undertakers,  what  the 
labourers  and  undertakers  pay  additionally  for 
the  commodities  on  which  the  taxes  are  paid. 
Had  the  labourers  no  taxes  to  pay,  the  land- 
owners would  keep  as  rent  the  additional 
wages  which  they  are  obliged  to  give  them  on 
account  of  the  taxes.  The  impoft  laid  on  the 
landholders  would  be  confider^bly  below  the 
wThole  produce  of  the  taxes  ;  it  would  fave  the 
enormous  expence  of  collecting  it  from  fo 
many  hands  :  confequently  all  parties  would 
be  materially  benefitted.  The  flate  would 
have  no  demand  but  upon  its  moil  wealthy 
fubjecls  ;  its  revenue  would  be  more  certain. 
The  land-owners  would  pay  lefs  than  they  did 
before.  The  remainder  of  the  inhabitants 
would  be  delivered  from  the  vexatious  bur* 
then  of  the  taxes,  and  the  nation  at  large 
would  fave  the  time  loft  in  their  collection 

and 
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and  payment ;  the  hands  which  gathered  the 
vexatious  tributes  would  be  turned  to  pro- 
ductive labour,  and  the  removal  of  the  ob- 
ftru6lions  arifing  from  inquifitorial  taxes  in 
feveral  trades  would  caufe  the  people  to  ad- 
vance more  rapidly  on  the  road  to  opulence. 

To  invent  a  more  fimple  fyflem  of  taxation 
is  hardly  poffible.  Unfortunately  the  main 
principle  on  which  this  beautiful  fuperiiruc- 
ture  is  raifed,  viz.  that  the  annual  income  of 
a  nation  is  derived  from  its  foil  alone,  cannot 
be  admitted  as  grounded  in  truth.  The  real 
income  of  a  nation  does  not  confifl  merely  in 
the  provifions  that  are  confumed,  but  in  all 
the  manufactured  and  other  commodities  pro- 
duced during  that  confumption,  or  in  other 
words,  in  the  value  of  whatever  each  indivi- 
dual in  the  country  confumes,  which  evi- 
dently confifls  in  a  certain  quantity  of  manu- 
factured and  other  commodities,  in  addition 
to  his  food.  The  whole  annual  furplus  of 
raw  produce  is  purchafed  with  an  inconii- 
derable  part  of  the  labour  of  the  manufac- 
turers, artifts,  merchants,  and  performers  of 
perfonal  fervices  ;  the  remainder  of  the  pro- 
duce of  their  labours  conftitutes  a  high 
value  abfolutely  independent  of  the  produce 
of  the  foil.  [B.  n.  CH.  iv.]  This  value,  which 
is  always  the  larger,  the  richer  the  nation,  and 

which 
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which  in  many  countries  exceeds  not  only  all 
the  rents,  but  alfo  the  whole  value  of  the  foil, 
(as  was  formerly  the  cafe  in  the  republics  of 
Venice  and  Geneva,  and  as  is  flill  partly  the 
cafe  in  Holland  (z^),  Hamburg,  Lubeck,  and 
Bremen,)  would  thus  remain  untaxed ;  and 
what  appears  at  firft  fight  a  relief  to  the  coun- 
try, would  introduce  a  moil  unequal  and  op- 
preffive  taxation,  and  far  from  encouraging, 
annihilate  agriculture.  The  cultivators  of  the 
foil  would,  namely,  not  have  it  in  their  powrer 
to  add  the  amount  of  the  tax  to  the  price  of 
their  produce  ;  this  price  being  regulated  by 
competition,  which,  according  to  the  phy- 
fiocratic  fyftem,  ought  to  be  left  open.  Eo- 
reigners,  not  paying  the  exclufive  land-tax, 

(w)  Even  fo  late  as  1803,  Metelenkamp  eftimated  the 
whole  property  of  Holland,  bearing  intereft,  at  2734  mil- 
lions of  Dutch  florins,  out  of  which  the  lands  and  turberies, 
yielding  a  raw  produce,  amounted  only  to  764  millions, 
buildings  bearing  rent  to  250  millions,  the  capital  of  farmers 
to  1 20  millions,  the  national  debt  to  600  millions,  foreign 
debts  to  650  millions,  commerce,  fisheries,  manufactures, 
and  handicrafts,  to  350  millions.  In  agricultural  countries, 
where  the  proportion  of  the  national  income  derived  from 
any  other  fource  than  the  foil  is  very  fmall,  as  in  Pruffia,  be- 
fore the  peace  of  Tilfit,  when  one  was  248  millions  and  a 
half,  and  the  other  only  1 2  millions  and  a  half,  the  land-tax 
might  perhaps  bear  the  fame  proportion  ;  in  Pruffia,  for  in- 
ftance,  it  might  have  been  y|~|.  of  all  the  taxes  of  the  country 
taken  together. 

q  would 
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would  be  able  to  underfell  the  native  hut 
bandmen,  whofe  ruin  would  deprive  the  ftate 
of  its  only  revenue.  The  fuppofition  that  the 
prices  of  corn  would  fink,  is  built  upon  the 
erroneous  idea  that  the  land-owners  actually 
pay  at  prefent  more  and  higher  taxes  (^r). 

But  whether  the  phyfiocratic  fyflem  be 
practicable  in  fome  countries  or  not,  it  ap- 
pears almoil  impoffible  to  eflablifh,  in  all  cafes, 
a  clear  and  precife  difference  between  primi- 
tive and  derivative  income,  and  it  is  this  im- 
menfe  difficulty  of  afcertaining  the  nature  of 
the  income  of  each  individual  contributor  to 
the  public  expences,  which  leads  financiers  to 
grope  along  in  the  dark,  and  to  make  a  de- 
mand wherever  they  fuppofe  fomething  is  to 
be  had.  Poffeffion,  acquifition,  confumption, 
are  regarded  as  land-marks  of  income,  and 
taxes  are  levied  accordingly,  fometimes  di- 
rectly, and  fometimes  by  a  circuitous  road,  or 
indirectly.  PofTeffion  is  taxed  on  the  pre- 
fumption  that  it  is  the  furefl  road  to  meet  the 
income :  but  if  it  be  not  a  fource  of  income, 
if  the  poffeffor  acquires  nothing  with  his  pro- 
perty, the  capital  is  gradually  dimimfhed,  and 

(x)   See  The  Science  of  Legijlatton  from    the   Italian   of 
Gaelano    Filangierl     by    Sir    R.  Clayton.       London    1806. 
p.  203. 
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the  origin  of  farther  wealth  prevented,  which 
circumftance  ought  to  be  moft  particularly 
avoided  in  every  kind  of  taxation.  All  direct 
taxes  on  property,  or  on  the  mere  traniition 
of  property,  from  one  hand  to  the  other,  are 
taxes  on  poifeffion.  Were  it  poffible  to  afcer- 
tain  with  accuracy  the  property  of  every  in- 
dividual, and  did  not  property  fluctuate  fo 
much,  or  did  every  one  employ  his  property 
in  profitable  undertakings,  a  property  tax 
would  be  a  very  eligible  tax.  As  it  is  the 
proper  medium  of  acquisition,  every  one  that 
is  taxed  according  to  his  property  would,  in 
facl,  be  taxed  according  to  his  income.  Small 
properties,  however,  ihould  be  fpared,  or  very 
flightly  touched,  and  a  geometrical  rather 
than  an  arithmetical  progreffion  obferved  in 
afcending  to  the  moil  wealthy  inhabitants. 
But  when  the  property  tax  takes  not  merely 
a  part  of  the  income  ufually  derived  from  it, 
but  a  portion  of  the  capital  itfelf,  it  prepares 
the  ruin  of  the  country.  It  is  on  this  account 
that  a  property  tax  ought  at  all  events  to  be 
low.  One  individual  may  gain  much  more 
with  a  fmall  property  than  another  with  a 
large  one.  It  would  therefore  introduce  the 
mofl  oppreffive  inequality,  if  it  were  high,  or 
the  only  tax. 

The 
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The  mere  a6l  of  transferring  property  to 
another  perfon  by  fale,  barter,  donation,  &c. 
does  not  increafe  the  exifling  property  of 
the  country,  nor  does  it  fuppofe  any  pre- 
vious increafe.  To  levy  a  tax  on  fuch 
transfers,  is  taking  from  the  capitals  them- 
felves,  and  leffening  the  fources  of  income. 
He  who  pays  the  tax,  may  poffibly  replace  it 
out  of  fome  other  income,  or  make  the  de- 
ficiency up  by  additional  induftry.  But  the 
flate  ought  not  to  truft  to  the  fatal  confe- 
quences  of  any  public  meafure  being  obviated 
by  private  prudence.  It  is  the  act  of  a  very 
ignorant  and  unthinking  financier  to  demand 
a  tax  merely  becaufe  he  obtains  fight  of  a 
capital,  without  heeding  the  injurious  effects 
which  its  operation  is  liable  to  produce  in 
general.  Of  this  impolitic  and  improvident 
nature  are  all  taxes  raifed  as  a  per  centage 
on  the  transfer  of  immoveables,  changes  of 
feudal  tenure,  inheritances  and  property  leav- 
ing the  country,  levied  fometimes  directly,  as 
the  legacy  tax,  droit  d'aubaine,  &c.  and 
fometimes  indirectly  by  ftamp  duties,  regiiler 
dues,  &c.  They  are  all  taken  from  capital, 
and  lirike  at  the  root  of  wealth,  for  though 
fome  individuals  may  be  gainers,  the  nation 
acquires  nothing  by  fuch  transfers.  The  de- 
ductions 
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du6lions  made  from  emigrating  capital, 
known  formerly  in  mofl  countries  by  the 
name  of  Droits  d'Aubaine,  keep,  it  is  true, 
part  of  the  capital  in  the  country:  but  they 
•obftrudt  the  entrance  of  foreign  capitals;  and 
as  the  efforts  to  bring  capitals  to  a  profperous 
country,  greatly  exceed  the  inclination  to 
•re.rnove  them,  fuch  a  tax  does  more  harm  than 
good. 

An  annual  income  is  gained  by  means  of 
land,  capital,  and  labour,  either  common,  or 
{killed,  or  performed  under  the  name  of  per- 
fonal  fervices.  Taxes  on  acquifition  are  there- 
fore either  land  taxes,  taxes  on  the  revenue 
of  capitals,  or  taxes  on  induftry. 

As  far  as  the  foil  yields  a  rent,  it  may  bear 
a  tax.  This  does  not  impair  the  means  by 
which  the  rent  is  annually  reproduced.  Were 
the  tax  however  to  fwallow  the  whole  rent, 
or  its  greatefl  part,  land  would  grow  lefs  va- 
luable to  the  owner,  and  foon  ceafe  affording 
a  net  produce  or  income,  which  circumftance 
would  render  the  tax  unproductive,  and  di- 
minifli  the  national  wealth.  But  if  the  land 
taxes  be  fo  moderate,  as  neither  to  prevent  nor 
to  impede  the  cultivation  and  improvement 
of  the  foil,  be  their  fhape  or  form  what  it 
may,  they  are  not  prejudicial  to  the  progref- 
five  increafe  of  the  wealth  of  the  nation. 

s  Every 
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Every  one  then  ufes  his  foil  juil  as  he  Ihould 
do  were  there  no  tax.  The  effecl  of  fuch 
taxes  is  never  injurious,  as  long  as  they  take 
only  a  fmall  part  of  the  net  produce.  But 
when  they  are  regulated  by  the  grofs  pro- 
duce, and  increafed  with  it,  they  unavoidably 
prevent  the  improvement  of  the  foil,  becaufe 
they  affec~l  the  capital  that  is  identified  with 
the  foil.  They  then  degenerate  into  a  direct 
tax  on  capital.  It  is  on  this  account,  chiefly, 
that  tythes  on  raw  produce  ought,  by  all 
means,  to  be  commuted  into  fixed  regular 
impofls,  calculated  upon  an  average  of  feveral 
years.  If  there  be  a  trifling  inequality  in  the 
land  tax  of  different  provinces,  it  can  have  no 
injurious  effect  on  the  cultivation  of  the  foil ; 
it  only  may  influence  the  price  of  land  in  pur- 
chafes.  But  exemptions  granted  to  certain 
lands  are  always  highly  difadvantageous  to 
the  whole  country,  becaufe,  either  the  other 
lands  are  fo  much  the  more  burthened,  or,  in 
order  to  avoid  this  inequality,  a  much  more 
inconvenient  tax  is  impofed  in  another  fhape 
upon  the  land  owners  exempted  from  the 
land  tax. 

CapitaMs  drawing  interefl  from  their 
money,  enjoy  a  net  income,  and  might  un- 
doubtedly  contribute  to  the  exigencies  of  the 
ftate :  but  many  circumftances  render  a  tax 

on 
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on  interefl  rather  difficult.  It  is  namely  im- 
poffible  to  know  precifely  what  capitals  indi- 
viduals are  poffeffed  of.  Severe  refearches 
are  tyrannical,  and  feldom  attain  their  end. 
They  drive  foreign  capitals  from  the  country, 
impair  credit,  and  confequently  tend  to  dimi- 
niili  production.  It  is  on  this  account,  in 
particular,  that  the  Britifh  legiflature,  en- 
lightened by  the  wife  counfels  of  the  im- 
mortal Fox,  refilled  the  attempt  of  ignorance 
and  prejudice  to  tax  the  interefl  paid  to 
foreigners  out  of  the  national  debt  (#).  But 
the  deductions  made  from  the  dividends  of 
the  national  creditor,  may  have  the  falutary 
effect  of  turning  more  capital  to  produ6live 
employments,  the  exact  returns  of  which  can 
never  be  afcertained. 

Induflry  comprifes  every  kind  of  labour,  or 
ufeful  occupation,  by  which  money,  the  re- 
prefentative  of  value  in  general,  is  acquired. 
It  therefore  includes,  not  only  the  labouring 
clafTes,  menial  fervants,  and  performers  of 
other  perfonal  fervices,  but  alfo  thofe  who 

(^)  The  intereft  on  public  ftocks,  held  by  foreigners  in 
England,  is  annually  about  36630,000  fterling,  to  which  may- 
be added  ^70,000  fterling,  for  Bank  and  India  ftock.  The 
exact  amount  of  the  exemption  on  the  income  tax,  was  in  the 
year  ending  October  1807,  ^67,772  1 2S.  7jd. ;  in  1808, 
^64,493  143.  5?d.  and  in  1809,  ^59,298  55.  ;d. 

0  2  apply 
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apply  either  borrowed  capitals  or  their  own 
to  productive  employments,  fuch  as  farmers, 
manufacturers,  artifls,  handicraftfmen,  mer- 
chants, dealers,  &c.  The  profits  of  farmers 
may  be  nearly  afcertained  by  the  rents  they 
pay  to  their  landlords,  and  the  goodnefs  of  the 
foil  they  Cultivate.  Thefe  are  data  towards 
a  tolerable  eflimate  of  their  income,  and 
may  form  the  bails  of  an  agricultural  in- 
duilry  tax,  which,  if  levied  moderately 
upon  the  probable  profits  of  the  farmers, 
and  not  upon  the  implements  of  husbandry, 
cannot  clog .  agricultural  induftry.  The 
farmers  actually  pay  fuch  a  tax  in  Great 
Britain,  in  the  fhape  of  a  general  income  tax. 
But  in  fome  provinces  of  Denmark,  as  Slef- 
wick  and  Holftein,  each  plough  pays  twenty- 
eight  dollars  or  about  ^£5.  1 2s.  flerling,  an- 
nually* The  profits  of  manufacturers,  artifts, 
and  handieraftfmen,  may  alfo,  in  fome  degree, 
be  guefled  at  by  the  number  of  hands  which 
they  employ :  but  mercantile  profits-  are  not 
eafiiy  afcertained,  .though  cuftom  and  excife 
regiilers  may  give  fome  diftant  idea  of  the 
bufinefs  tranfacted  by  the  merchant.  But 
inftead  of  vexatious  and  tyrannical  inquiries 
into  the  private  concerns  of  every  induftrious- 
individual,  it  is  far  better,  in  free  and  well 
governed  countries,  to  truft  to  the  patriotifnv 

and 
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and  probity  of  the  fubje6l,  and  not  to  difpute 
the  amount  of  his  income  as  flated  by  hhnfelf 
on  his  oath,  unlefs  there  be  a  flrong  prefump- 
tion  that  it  has  been  rated  far  below  its  real 
amount.     This  is  infinitely  preferable  to  the 
droit  des  patentes,    paid   under  the   prefent 
government  of  France  ( 1 8 1  o)  for  the  privilege 
of  exercifing  trades  and  profeffions,  and  upon 
the  emolument  and  transfer  of  public  offices. 
It  is  at  once  a  capitation  tax,  and  a  tax  on  the 
wages  of  induflry,  mofl  unequal  and  oppreflive 
in  its  operation,  lince  it  takes  no  notice  of  the 
effective  returns  of  any  bufinefs.     The  mer- 
chant, whofe  clear  gains  amount  to  ^£5000  a 
year,  pays  no  more  than  he  whole  profits  do 
not  exceed  the  tenth  or  twentieth  part  of  that 
fiim.     As  far  as  a  general  income  tax  is  alfo, 
in  fome  degree,  a  tax  on  the  wages  of  induflry, 
it  ought  to  be  guided  nearly  by  the  fame  rules, 
and  avoid,  above  all,  to  obilru6l  the  induftry 
of  the   labouring    clafles.      Small   incomes, 
hardly  fufficient  to  provide  for  the  common 
neceffaries,  fliould  not  be  touched  at  all,  and 
a  very  trifling  contribution  only  ought  to  be 
taken  from  thofe  who  earn  little  above  the 
fupply  of  their   mofl   neceffary  wants.      It 
ought  alfo  to  be  collected  in  fmall  portions, 
and  at  regular  times. 

s  3  Taxes 
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Taxes  on  confumption  oblige  the  confumer 
to  contribute  to  the  exigencies  of  the  ilate 
fome  part  of  the  furplus  \vhich  he  deftined 
for  his  confumption.  They  ought  to  be 
levied  on  fuperfluities  only.  But  in  modern 
civilized  focieties,  every  rank  incurs  unavoid- 
able expences  to  preferve  its  weight  in  the 
fcale  of  fubordination.  Whatever  is  neceffary 
to  keep  up  this  political  importance  in  the 
gradations  of  civil  fociety,  cannot  be  touched 
by  the  ftate  without  ftifling  the  national 
energy.  The  fuperfluities  of  one  confti- 
tuting  the  neceffaries  of  the  other,  the  fafeft 
way  appears  to  be  to  levy  a  tax  on  confump- 
tion, even  on  the  abfolute  neceifaries  of  every 
clafs  ;  but  in  fo  flight  a  proportion  that  every 
individual  member  of  the  community  may 
retrench  from  his  fuperfluities  what  he  is 
forced  to  pay  additionally  for  his  neceffaries 
on  account  of  the  tax.  According  to  this 
principle,  and  under  the  fuppofition  that  the 
wages  of  common  labour  have  not  reached 
their  minimum,  but  that  even  the  very 
loweft  labourer  earns  more  than  is  abfo- 
lutely  neceffary  for  his  fupport  and  that  of 
his  family,  and  that  he  need  not  retrench 
from  his  food,  a  trifling  tax  may  be  levied 
on  what  conftitutes  the  abfolute  neceffary  of 

the 
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the  lower  orders.  Their  fuperfluities  may  be 
taxed  fomewhat  heavier,  yet  in  fo  flight  a 
manner,  that  they  may  Hill  be  enabled  to 
come  at  thofe  fuperfluities  by  a  little  greater 
exertion  of  induilry.  The  middle  clafles,  by 
indulging  more  freely  in  what  the  lower  ranks 
coniider  as  fuperfluities,  would  of  courfe  bear 
a  larger  proportion  of  thofe  two  taxes,  and 
have  an  additional  and  heavier  one  to  pay  on 
their  fuperfluities.  And  the  higher  ranks, 
having  alike  to  bear  the  taxes  of  all  the 
fubordinate  claffes,  would  have  a  coniiderable 
additional  contribution  to  pay  to  the  exigen- 
cies of  the  ftate,  for  whatever  may  be  con- 
iidered  as  a  fuperfluity  among  them.  This 
gradation  of  taxes  is  at  the  fame  time  the 
moil  productive  and  the  moil  equitable,  every 
one  being  obliged  to  confume  a  certain 
quantity  of  the  neceflaries  of  life,  and  enabled 
at  his  own  option  to  indulge  in  fome  of  the 
fuperfluities  of  his  own  rank,  or  of  thofe 
above  him. 

That  a  tax  on  confumption,  levied  upon 
the  moil  common  neceffaries  of  life,  tends  to 
raife  the  wages  of  labour,  and  is  in  fact 
paid  by  thofe  who  pay  the  labourers,  may  be 
true,  when  the  wages  of  labour  are  near 
their  minimum.  But  in  countries  where  a 
day  labourer  may  fupply  many  fuperfluous 
s  4  wants 
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wants  with  his  earnings,  the  labouring  clafs 
is  not  diminifhed  becaufe  it  bears  a  trifling 
tax  on  cbnfumption.     A  fmall  duty  on  bread, 
for  inflance,  does  not  diminim  the  labourer's 
confumption  of  bread.      He  eats  the   fame 
quantity,  but  he  drinks  lefs  fpirituous  liquors. 
There  may  be  ftrong  reafons  for  laying  the , 
duty  on  bread,  preferably  to  any  obje6l  of 
luxury,  and  if  the  earnings  of  no  individual 
in  the  country  be  fo  fmall  as  to  force  him  to 
live  upon  bread  only,  no  perfon  is  injured 
by  the  tax.     Befldes  it  may  frequently   be 
expedient  to  levy  a  tax  on  the  labourer  rather 
than  on  the  confumer  who  pays  him,  provided 
the  labourer  has  it  in  his  power  to  raife  his 
wages   on   account   of  the   tax.     A  tax  on 
luxuries,  for  inftance,  which  to  be  productive 
muil  always   be  very  high,  might  hold  out 
too  powerful  an  encouragement  for  fmuggling, 
or  opprefs  an  extenlive  home  manufacture, 
by  which  lafl  circumflance  labourers  would 
lofe  more  of  their  wages,  and  undertakers  of 
their  profit,  than  the  tax  takes  either  directly 
from  the  former,  or  in  a  circuitous  way  from 
the  latter.     Whatever  may  be  the   tax   on 
confumption,  the  whole  of  the  tax  never  reils 
on  the  article  taxed,  but  is   drawn  from  a 
large  circle  fo  as  to  produce  an  equalization. 
Labourers  in  particular  will  always  endeavour 

3  to 
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to  fhift  off  part  of  the  burthen  upon  their 
employers,  and  the  latter  upon  their  cuf~ 
tomers.  But  if  the  tax  be  moderate,  and 
if  neither  the  profits  of  the  undertaker  nor 
the  wages  of  labour  have  reached  their 
minimum,  the  prices  of  commodities  and  of 
labour  are  not  affected  by  the  tax,  which,  in 
that  cafe,  falls  rather  upon  the  labourers  and 
undertakers.  The  rife  and  finking  of  prices 
depends  folely  on  the  competition  of  the 
demand  and  offers  for  fale. 

The  immediate  object  of  taxes  is  to  raife 
money  to  defray  the  expences  of  the  ftate. 
Other  views,  however,  are  fometimes  con- 
nected with  their  levy.  To  direct  commerce 
into  the  channels  that  are  confidered  moft 
profitable ;  to  favour  the  importation  of 
certain  commodities,  and  to  exclude  others  ; 
to  invigorate  the  inland  induflry  ;  to  keep 
the  prices  of  provifions  down  ;  to  impede  the 
progrefs  of  luxury ;  to  reprefs  vice ;  to  en- 
courage  virtue  ;  to  accelerate  the  improve- 
ment of  civil  fociety;  to  increafe.the  popu- 
lation of  the  country,  or  to  pry  into  the 
fecrets  of  private  correfpondence  (2),  and  to 

prevent 

(a)  One  of  the  moft  remarkable  inilances  in  which 
financial  and  political  objedls  are  combined,  is  the  fyftem 
of  the  poft-office  in  France,  where,  even  under  the  govern- 

ment 
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prevent  the  diffemination  of  knowledge  among 
the  lower  orders,  &c.  are  fo  many  accefiary 
objects  which  Itatefmen  have  not  fcrupled  to 
combine  with  their  plans  of  finance.  But  the 
interference  of  the  flate  with  trade  and  com- 
merce, is  generally  ufelefs,  and  frequently 
hurtful.  The  employment  of  capital  in 
productive  induftry  may  fafely  be  trufled  to 
the  unerring  operation  of  individual  intereft. 
An  unreflrained  freedom  of  trade  and  com- 
merce is  an  infallible  way  to  increafe  the 
wealth  of  a  nation.  The  moft  beneficial 
accerFary  end  which  the  ftate  may  have  in 
view,  is  fure  to  be  more  than  over-balanced 
by  the  evident  difadvantage  of  fettering 
induftry  [B.  n.  CH.  ix.]  ;  and  at  all  events, 
the  attempt  to  direct  the  trade  of  the 
country  ought  to  be  totally  unconnected 


ment  of  the  Bourbons,  there  were  certain  bureaux  de  fecret, 
or  fecret  offices  for  infpe&ing  all  communications  through 
that  channel.  The  Count  de  Broglie,  in  a  letter  to  Louis  X  VI., 
in  the  PoMque  'da  tons  les  Cabinets  de  I1  Europe,  fays,  "  On 
«'  a  de  tr£s  ancienne  date  etabli  a  PHotel  des  Poftes  un 
*'  Bureau  de  Secret.  M.  d'Ogny  en  eft  aujourd'hui  le 
*«  chef,  et  a  une  douzaine  de  commis  fous  lui  pour  ouvrir 
"  toutes  les  let'tres,  ou  du  moins  celles  qu'on  fufpe&e,  et 
*c  en  tirer  promptement  des  copies  ou  des  extraits."  See 
Letter  on  the  Genius  and  Difpofitions  of  the  French  Govern- 
ment, by  an  American,  Philadelphia,  1 809 ;  reprinted,  Lon- 
don, 1810. 

with 
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with  the  contributions  neceffary  for  the  exi- 
gencies of  the  ilate.  The  progrefs  of  luxury 
needs  not  to  be  particularly  impeded ;  taxes 
on  confumption,  regulated  by  the  principles 
flated  above,  operate  as  fumptuary  laws ;  and 
high  taxes  upon  obje6ls  of  luxury,  render  the 
accefs  to  fuch  objects  fufficiently  difficult  to 
the  poorer  clafles.  Should  fuch  luxuries 
grow  more  common,  it  would  be  a  fymptom 
of  increafed  wealth  no  ways  injurious  to  the 
nation  :  but  were  it  even  the  confequence  of 
a  prodigal  thoughtlefs  difpofition  in  the 
people,  no  fumptuary  law  would  be  adequate 
to  reflrain  fuch  an  unhappy  difpofition  ;  the 
evil  in  that  cafe  cures  itfelf,  when  the  means 
of  fatisfying  inordinate  deiires  are  fpent. 
Fortunately  fuch  a  difpofition  in  the  majority 
of  a  nation  has  no  exiflence  but  in  the 
{hallow  brains  of  ignorant  financiers.  The 
mad  inclination  to  diffipate  large  fortunes  in 
wanton  fiiperfluities  may  feize  a  few  indivi- 
duals. It  never  will  turn  the  heads  of  a 
whole  nation  as  long  as  a  door  is  left  open 
for  the  induflrious  to  acquire  riches  by  their 
exertions,  and  as  long  as  the  laws  do  not 
attempt  to  difturb  the  natural  progrefs  of 
things.  What  fliould  we  think  of  our  legif- 
lators,  if  a  heavy  tax  were  laid  upon  driving 
four-in-hand,  becaufe  a  few  giddy  young  men 

may 
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may  have  been  ruined  by  joining  the  four-in- 
hand  club  ?  To  levy  high  taxes  upon  perni- 
cious and  immoral  trades,  is  to  fanction  thofe 
trades.  If  they  be  real  evils,  government, 
as  it  is  eilablifhed  for  the  good  of  the  com- 
munity, exceeds  its  powers  by  allowing  their 
exiilence.  Far  from  tending  to  the  flip- 
preffion  of  vice,  the  tax  fhields  it  againfl 
punifhment,  and  the  magiflrate,  or  the  legif- 
lature,  that  licenfes  gambling-houfes  and  finks 
of  proflitution,  partakes  of  the  infamy  of 
fuch  concerns.  The  flate  ought  never  to 
countenance  what  it  fhould  be  the  conftant 
effort  of  a  good  government  to  root  out. 
Infamous  traffics  ought  to  be  prohibited, 
inflead  of  being  tolerated  for  the  fake  of 
participating  in  their  fcandalous  gains.  To 
encourage  population  by  a  tax  on  celibacy, 
is  as  filly  as  mifchievous.  Matrimony,  among 
an  induflrious  and  thriving  people,  wants  no 
political  ilimulus  ;  and  among  a  poor  one,  it 
only  increafes  the  general  mifery.  In  fhort 
no  fyftem  of  taxation  ought  to  admit  of  any 
other  object  than  that  of  levying  and  collecting 
the  public  revenue,  in  a  way  the  leafl  ex- 
penfive  and  leafl  inconvenient  to  the  con- 
tributors,  and  the  mofl  conducive  to  the 
progreffi ve  increafe  of  national  wealth. 

CHAP. 


BOOK   III. 

OP    THE     DISTRIBUTION     OF     THE     WEALTH    OF 
NATIONS. 

CHAPTER   I. 

Of  the  primitive  Dijlribution  of  the  National 
Income. 

HpHE  aggregate  of  the  commodities  grown 
*•  or  manufactured  in  a  country  confti- 
tutes  its  income.  As  mod  productions  or 
commodities  are  the  produce  of  the  united 
exertions  of  individuals,  each  of  the  co-pro- 
ducers is  entitled  to  a  (hare  of  the  value  of 
the  production.  It  is  for  the  fake  of  that 
mare  that  he  concurs  in  producing  the  [com- 
modity. This  diitribution  of  the  produce 
among  the  co-operators  in  the  production 
conilitutes  the  primitive  diftribution  of  tho 
national  income.  When  the  producers  have 
all  received  their  proportionate  fhare,  they 
either  confume  their  refpective  portions  them- 
felves,  apply  them  to  reward  perfonal  fervices, 
give  them  away,  or  exchange  them  for  other 
ufeful  productions.  This  is  the  derivative  or 
fecondary  diftribution.  It  is  effe6ied  by  what 
is  called  circulation. 

If 
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If  land-owners,  manufacturers,  merchants, 
and  labourers  lived  all  upon  their  own  flocks ; 
if  none  advanced  any  thing  to  the  other,  the 
produce  of  the  foil    would    be    diflributed 
among    the  co-operators  in  its  production ; 
the  value  of  the  manufactured  commodities, 
deducting  the  raw  material,  would  be   dif- 
tributed    among  the    manufacturers   of  the 
commodities ;    and    the   value   which   trade 
fuperadds  to  commodities,  among   the   per- 
fons  engaged  in  trade.     That  this  diflribution 
is  effected    in    part  by  advances  and  other 
commodities  than  thofe  produced,  does  not 
alter  its  nature.     The  agricultural  labourer 
could  never  receive  his  wages  in  money,  if 
money  were  not  obtained  for   the   corn  he 
helps   to    grow.      Manufacturing  labourers, 
waggoners,    mariners,    perfons    engaged   in 
trade,  &c.,  draw  their  wages  from  the  value 
which  they  help  to  produce  by  their  labour. 
No    commodities  can    circulate    but    thofe 
which  get  into  the  hands  of  the  individual 
members  of  the    community    through    this 
primitive    diflribution.      Circulation    is   the 
barter  of  extant  commodities.     Its  magnitude 
and  its  progrefs  are  regulated  by  the  primi- 
tive diflribution  of  the  national  income. 

The  aggregate  of  the  ufeful  things  or  com- 
modities which  a  nation  obtains  in  the  courfe 

of 
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of  a   year    conftitutes    its  annual  income. 
Whatever  the   nation  pofleffes  from  former 
times,   and  whatever    is    received  by  fome 
individuals  from  others  out  of  the  produ6tions 
which  the  latter  have  earned  in  the  courfe 
of    the  year,    or    derived    from   pre-extant 
flocks,  does  not  belong  to  the  national  in- 
come of  the  year.      Neither   mufl  the  pri- 
vate income  of  individuals   be  confounded 
with  the  component    parts  of  the  national 
income.     Many  people  derive  their  income 
from    previoufly    accumulated    capitals    or 
from  the  produce  of  others  ;  and  as  by  every 
exchange    or  barter   the  fame  commodities 
may  frequently  be   turned   over  backwards 
and    forwards,    the  amount   of   the  feveral 
private  incomes  is  much  larger  than  the  total 
amount  of  the  national  income.     The  primi- 
tive annual  national  income  confifts  merely 
in   the  annual  productions  of  the  country, 
or  in  whatever  induflry,  lands,  and  capitals 
produce  valuable  in  the  courfe  of  a  year ; 
viz.  the  raw  produce  obtained    by  agricul- 
ture,  fiiheries,   the    chace,  and  mining  (a); 
the  value  which  manufactures  and  art  fuper- 
add  to  this  or  any  other  raw  produce,  and 

(a)  The  economics  or  phyfiocrats  confider  the  raw  pro- 
duce as  the  only  primitive  income,  and  the  value  fuperadded 
to  it  by  manufactures  and  commerce  as  a  derivative  income. 
4  the 
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the  additional  value  which  the  bufinefs  of 
the  merchants,  dealers,  &c.  impart  to  com- 
modities. The  aggregate  of  all  thefe  values 
conflitutes  the  total  amount  of  the  primitive 
national  income.  The  varied  application  of 
its  component  parts  does  not  flrip  them  of 
the  nature  of  a  primitive  income ;  whether 
ibme  of  them  be  confirmed,  others  employed 
to  re-place  a  capital  advanced  for  the  pur- 
pofe  of  confumption,  and  others  converted" 
into  frefh  capitals,  it  ftill  remains  the  primi- 
tive income  of  the  nation.  Nor  does  it 
fiuTer  from  the  circumilance  that  the  indi- 
vidual members  of  the  community  exchange 
their  different  incomes  with  each  other,  or 
that  it  does  not  all  coniift  in  the  dire6l  fupply 
of  necefTary  wants.  Any  object  of  value 
may  enter  into  the  competition  of  the  pri- 
mitive income  of  a  nation. 

That  this  income  is  moftly  produced  by 
advances  or  capitals  previoufly  accumulated, 
is  true.  But  there  is  no  occaiion  to  deduct 
the  advances  from  the  productions  obtained 
by  their  afliftance  to  come  at  the  primitive 
income  of  a  nation.  The  whole  produce 
ftill  remains  income,  whether  its  value  has 
been  confumed  before  hand  or  not ;  if  it 
has  been  fo  confumed,  the  produce  ierves  to 
replace  its  value ;  nor  matters  it  whether  it 

be 
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be  confumed  directly  at  the  time  of  its  pro- 
du6lion,  or  whether  it  be  kept  and  ftored 
for  fome  future  period.  Thefe  circum- 
ilances  have  only  a  different  influence  on 
the  wealth  of  the  nation  with  regard  to  its 
increafe  or  its  diminution. 

An  individual  who  acts  as  a  receiver  or 
agent  for  others  calls  the  totality  of  his 
receipts,  his  grofs  income,  and  diftributes 
the  mares  belonging  to  his  refpective  em* 
ployers,  either  by  advances  or  when  the 
object  in  view  is  attained*  Whatever  belongs 
to  him  exclufively  out  of  the  monies  re- 
ceived  conftitutes  his  private  income.  The 
fame  diflm6lion  takes  place  between  the~total 
and  net  income  of  a  nation.  The  latter  is 
the  furplus  which  it  has  left  after  deducting 
the  expences  necefTary  to  obtain  the  produce. 
But  the  productive  advances  flill  belong  to 
the  total  primitive  income.  He  only  has  a 
primitive  income  who  produces  the  real  value 
of  it  himfelf :  but  the  income  of  non-pro- 
ducers, though  derivative,  may  yet  be  a  net 
income. 


CHAP. 
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CHAP.  II. 

Of  the  Sharers  in  the  Jirft  Diftribution  of  the 
National  Income. 


who  jointly  produce  a  commodity 
have  the  firfl  and  moil  natural  claim 
upon  it.  Hence  it  is  among  thofe  who  pro- 
duced a  commodity,  that  it  is  firfl  mared  or 
diilributed.  The  produce  of  the  foil  is  the 
joint  produce  of  land-owners,  farmers,  capi- 
talifts,  and  labourers  in  hufbandry.  It  is  di- 
vided among  thefe  four  co-partners  in  its 
production.  If  there  be  any  part,  in  the  pro. 
duction  of  which  any  one  of  them  did  not 
co-operate,  he  gets  nothing;  the  whole  is 
ihared  among  thofe  only  who  have  produced 
the  commodity.  The  farmer,  who  generally 
a6ls  as  receiver  or  agent,  takes  poffeffion  of 
the  whole  produce,  and  out  of  his  total  or 
grofs  income,  gives  to  the  labourers  their 
wages,  unlefs  they  have  already  been  ad- 
vanced to  them  ;  to  the  capitalift,  his  capital 
and  intereft  ;  to  the  landlord  his  rent  ;  and  to 
himfelf  the  furplus  above  thofe  three  portions, 
as  a  profit  for  his  undertaking,  All  thefe 
ftiares  form  a  primitive  national  income.  The 

wages 
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wages  of  labour  are  a  net  income  to  the  huf- 
bandman ;  what  the  capitalift  receives  is  in 
part  a  mere  reftitution,  the  intereil  alone 
conflitutes  his  net  income ;  the  rent  is  the 
net  income  of  the  land-owner ;  and  the  profit 
of  the  undertaking  is  the  net  income  of  the 
farmer. 

Manufactured  commodities  are  produced 
by  the  growers  of  the  raw  material,  the  un- 
dertakers of  the  manufacture,  the  advances 
of  the  capitalift,  and  the  workmen  in  the  ma- 
nufacture. The  value  of  the  raw  material  is 
not  the  produce  of  the  manufacture,  confe- 
quently  it  does  not  belong  to  the  fharers  in 
the  production  of  the  manufactured  commo- 
dity. But  the  value  which  the  manufacture 
fuperadds  to  the  raw  material  is  the  manu- 
factured produce,  and  conftitutes  the  reward 
of  all  the  co-partners  employed  in  its  produc- 
tion. One  part  is  the  (hare  of  the  workmen, 
as  wages  of  labour ;  the  other  that  of  the  capi- 
talift, as  intereft  for  his  advances,  which  are 
repaid  to  him  at  the  fame  time  ;  and  the  third 
that  of  the  undertaker  of  the  manufacture,  as 
his  profit. 

The  income  from  trade  is  effected  by  the 
original  producers  of  the  commodities  fold  to 
the  confumers,  and  by  all  the  individuals 
concerned  in  trade,  as  capitalifts,  merchants, 
mariners,  waggoners,  labourers,  &c.  The 
T  2  com- 
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commodities  themfelves,  or  their  value,  are 
not  produced  by  trade ;  the  individuals  en- 
gaged in  trade  can  have  no  fhare  in  them. 
But  the  additional  value  which  the  merchants' 
bufinefs  imparts  to  the  commodities,  confti- 
tutes  the  reward,  and  the  net  income  of  thofe 
who  are  concerned  in  the  production  of  this 
additional  value.  He  who  receives  the  total 
value  of  the  commodities  of  the  confumers 
muft  repay  to  the  original  producers  of  the 
commodities  their  value,  which  component 
part  of  national  income  has  already  been 
accounted  for,  and  does  not  belong  to  the  net 
income  of  the  individuals  engaged  in  trade ; 
he  muft  further  pay  to  the  labourers,  mariners, 
waggoners,  &c.  their  wages,  to  the  owners 
of  the  capitals  employed  in  trade,  their  capi- 
tals with  interefl,  and  to  himfelf,  as  under- 
taker, a  profit. 

As  foon  as  this  firft  diftribution  is  effected, 
and  different  commodities  are  thus  configned 
to  different  hands,  circulation  commences. 
Thofe  who  have  received  a  value  which  does 
not  confift  in  provifions  or  food,  go  to  thofe 
who  have  got  provifions,  and  purchafe,  with 
the  value  they  have  to  offer,  the  quantity  of 
food  they  require  ;  and  thofe  who  have  provi- 
fions exchange  them  with  pleafure  for  other 
productions  neceflary  to  fupply  their  mani- 
fold wants.  Thus  mutual  exchanges  take 

place 
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place  among  the  poffeffors  of  different  com- 
modities. But  as  they  are  alfo  in  want  of 
perfonal  fervices,  they  willingly  cede  fome  of 
their  commodities  to  thofe  who  are  able  to 
render  them  fuch  fervices.  In  this  manner 
this  clafs  of  the  community  is  likewife  pro- 
vided with  an  income,  which  is  only  deriva- 
tive, becaufe  the  fervices  which  they  tender 
in  exchange  are  not  external  tangible  goods, 
and  are,  on  that  account,  not  confidered  as 
integral  parts  of  a  material  income.  They 
are,  however,  of  incalculable  advantage,  and 
have  an  exchangeable  value,  which  entitles 
the  income  derived  from  them  to  be  called 
by  analogy  a  primitive  immaterial  income. 
The  flate  is  alfo  in  want  of  perfonal  fervices, 
and  if  the  performers  of  fuch  fervices  contri- 
bute to  the  exigencies  of  the  flate  by  tending 
them,  or  their  value  in  money,  in  the  fhape 
of  a  tax,  they  do  exactly  what  the  hufhand- 
man  does,  who  gives  the  flate  part  of  his 
wheat,  or  its  value  in  money.  But,  befides 
providing  for  the  performers  of  perfonal  fer- 
vices, the  primitive  income  of  a  nation  muft 
alfo  maintain  all  the  members  of  the  commu- 
nity who  do  not  contribute  to  the  production 
of  that  income,  and  from  whom  the  commu- 
nity derives  no  benefit  whatever, 

T  3  CHAP. 


278  OF  THE  PROPORTION  OF  THE         B.  III. 


CHAP.  III. 

Of  the  Proportion  in  'which  thejirjl  Diflributlon 
takes  place. 

S  the  annual  produce  may  be  meafured 
either  by  its  quantity  or  quality,  the  in- 
dividual producers  receive  annually  a  greater 
quantity  or  a  higher  value  for  their  mare,  the 
larger  the  quantity  or  the  better  the  quality 
of  the  commodities  they  have  produced  in  the 
courfe  of  the  year.  If  the  commodities  be 
perfectly  homogeneous,  the  proportion  of 
quantity  is  at  the  fame  time  the  proportion  of 
value.  The  proportion  in  which  the  whole 
produce  is  diflributed  among  the  co-operators 
in  the  production  depends  on  the  fame  cir- 
cumilances  w^hich  regulate  the  price  of  that 
which  every  co-partner  contributes  to  the  pro- 
duction of  the  commodity.  The  co-authors 
of  a  production  are  continually  at  variance 
about  the  mares  they  expe6l  of  the  commodity 
produced ;  their  final  agreement  is  the  work 
of  neceffity ;  one  finds  he  cannot  do  without 
the  other.  The  land-owner  would  like  to 
have  all  the  produce  of  the  foil  to  himfelf,  but 
he  cannot  grow  it  by  himfelf.  He  wants  the 
2  affiflance 
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affiftance  of  labourers  ;  he  muft  therefore  let 
them  have  a  portion  of  the  produce  of  his 
foil.  The  labourers  would  prefer  taking  the 
whole  produce  of  their  labour  to  themfelves, 
but  they  can  effect  no  produce  whatever: 
without  the  aid  of  the  land-owner,  capitalifl, 
and  undertaker.  Confequently  they  muft  be 
contented  with  part  only  of  the  produce ; 
they  are  forced  to  acknowledge  land  and 
capital  as  co-operating  caufes.  The  fame 
contention  happens  about  every  commodity 
produced,  and  the  mares  are  ultimately  ad- 
jufted  by  the  demand  for  the  feveral  claifes  of 
producers,  or  for  their  contributions  to  the 
production,  according  to  the  principles  which 
regulate  prices  in  general.  [B.  i.  en.  x.] 
The  minimum  of  the  ill  are  of  the  labourers  is 
the  minimum  of  their  wages.  No  labour  can 
be  performed  if  this  minimum  be  not  obtain- 
ed. But  the  labourers  are  conftantly  ilriving 
to  have  a  larger  mare  allowed  than  what  is 
adequate  to  their  neceffary  fupport,  and  the 
fuccefs  of  their  efforts  depends  chiefly  on  the 
demand  for  labour  exceeding  the  offer.  The 
undertakers  are  alfo  labourers  in  fact ;  their 
labour  coniifts  principally  in  directing  that  of 
others,  in  arranging  the  proper  fyftem  to  be 
purfued  in  the  performance  of  the  labour  ne- 
ceflary to  produce  a  commodity.  They  com- 
T  4  monly 
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monly  ac"l  as  receivers  general ;  the  total  or 
grofs  income  goes  through  their  hands,  and 
they  endeavour  to  appropriate  as  much  of  it 
to  themfelves  as  they  poffibly  can.  They  are 
the  principal  purchafers  of  labour  ;  the  indi- 
viduals who  wifli  to  be  employed  as  labourers 
muft  generally  fubmit  to  their  decifion  ;  it  is 
between  the  undertakers  and  the  labourers 
that  the  ihare  of  the  latter  is  generally  fettled. 
But  though  the  former  fland  in  as  great  a 
need  of  the  labourers  as  thefe  need  the  under- 
takers, yet  the  undertakers  have  commonly 
the  bell  of  the  bargain.  They  need  the  affiil- 
ance  of  the  labourers  merely  for  the  fake  of 
lucre,  whilft  the  labourers  need  the  aid  of  the 
undertakers  for  their  fupport,  for  their  exift- 
cnce.  The  undertaker  has  a  capital  on  which 
he  may  live  for  fome  time ;  the  labourer  wants 
an  immediate  income  to  ilill  the  cravings  of 
hunger.  The  undertaker  can  do  without  the 
labourer  longer  than  the  labourer  can  do  with- 
out the  undertaker.  Hence  the  latter  has  it 
always  more  in  his  power  to  induce  the  la- 
bourer to  accept  of  a  fmall  Ihare  of  the  pro- 
duce, which  of  courfe  increafes  his  own  Ihare, 
than  it  is  in  the  power  of  the  labourer  to  oblige 
the  undertaker  to  grant  him  a  larger  propor- 
tion. The  undertakers  are  poffeflTed  of  a  fort 
of  monopoly.  Their  numbers  are  inconlider- 
4  able. 
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able.  They  may  eafily  enter  into  combina- 
tions not  to  allow  more  than  a  certain  quan- 
tum of  the  produce.  The  combinations  of 
labourers  are  much  more  difficult,  and  in  fome 
countries  they  are  prohibited  and  punifhed 
as  confpiracies.  When  the  labourers  groan 
under  political  oppreffions ;  when  they  are 
flaves,  villains,  bondfmen,  their  mailers  have 
it  flill  more  in  their  power  to  abridge  their 
fhare  of  the  produce  :  but  their  labour  in  that 
cafe  is  feldom  fo  effe6live,  and  generally  dearer 
in  fact  than  that  of  free  men,  on  account  of 
their  reluctance  to  labour,  and  their  wilful 
neglect.  In  1784  the  coil  price  for  fugar  in 
fome  of  the  Engliih  Weil  India  iilands  was 
258.  flerling  per  cwt.  when  fugar  equally  good 
was  raifed  in  the  Eail  Indies  by  free  people 
for  35.  4d.  ilerling  per  cwt.  The  fituation 
of  labourers  has  however  been  coniiderably 
benefitted  by  the  increafed  opulence  of  the 
modern  nations  of  Europe,  and  by  their  man- 
ner  of  employing  their  wealth.  Every  rich 
individual  is  anxious  to  have  productions  of 
labour,  and  particularly  manufactured  com- 
modities ;  his  income  naturally  flows  into  the 
hands  of  the  undertakers,  and  through  thefe 
to  the  labourers.  This  circumilance  augments 
the  clafs  of  undertakers,  the  demand  for  la- 
bour increafes  in  the  fame  proportion,  la- 
bourers 
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bourers  obtain  a  greater  {hare  of  the  produce 
which  they  help  to  raife ;  they  are  riot  tied 
to  a  few  undertakers ;  they  go  from  one  em- 
ployer to  the  other,  and  as  the  feveral  com- 
ponent parts  of  a  production  are  often  pro- 
duced fingly  in  different  and  diflinet  places, 
they  grow  more  independent  of  both  the  un- 
dertakers and  the  confumers  of  their  produc- 
tions. 

The  undertaker,  as  principal  co-efficient 
caufe  of  a  commodity,  naturally  claims  the 
bell  fliare ;  confequently  it  is  far  above  the 
common  wages  of  labour,  and  various  circum- 
flances  render  it  necefTary  that  it  mould  be 
fo.  Undertakers  employ  more  or  lefs  capital, 
which,  if  not  their  own,  they  mufl  obtain  by 
their  credit ;  they  want  more  or  lefs  talents, 
fagacity,  {kill,  and  accomplifhments,  the  ac- 
quifition  of  which  is  expenfive  ;  and  there  is 
in  every  enterprize  a  certain  degree  of  rifk, 
for  which  compenfation  is  juflly  due.  From 
their  principal  productions  mofl  undertakers 
are  denominated  farmers,  merchants,  or  ma- 
nufacturers. The  proportion  of  their  refpec- 
tive  mares  is  regulated  according  to  the  ge- 
neral principles  of  price.  [B.  i.  CH.  x.]  There 
are  two  ways  in  which  one  undertaker  may 
fecure  a  larger  income  than  another  who  em- 
ploys the  fame  capital  and  the  {auie  number 

of 
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of  hands  ;  the  firil  way  is  by  giving  lefs  to  the 
co-operators  in  the  production  than  the  un- 
dertaker, who  has  a  total  income  equal  to  his ; 
the  other  by  railing  with  equal  powers  a  larger 
produce,  in  which  cafe  the  proportionate 
fhares  of  all  the  co-producers  may  alfo  be  en- 
larged. The  latter  circumflance  increafes 
alike  the  wealth  of  the  nation  and  that  of  all 
the  co-partners  in  the  production.  The  for- 
mer increafes  the  wealth  of  the  undertakers 
only,  at  the  expence  of  his  co-adjutors.  The 
regular  profits  of  undertakings  depend  on 
caufes  inherent  in  their  nature.  Their  va- 
riations are  occafioned  chiefly  by  artificial?  re- 
gulations. The  gains  of  undertakers  are  raifed 
by  monopolies,  privileges,  corporations,  and 
companies,  or  limitations  of  any  kind  which 
obftru6l  the  accefs  to  certain  enterprizes ; 
they  are  lowered  by  immunities,  marks  of 
honour,  or  whatever  encourages  the  under- 
takings, and  by  any  regulation  that  prevents 
the  individuals  engaged  in  a  bufinefs  from 
quitting  it  at  pleafure. 

Two  claffes  of  people,  the  land-owner  and 
capitalift,  derive  an  income  from  the  produc- 
tion of  commodities,  merely  becaufe  they 
afford  the  means  of  effecting  that  production, 
though  they  contribute  nothing  towards  it 
by  their  perfonal  powers  j  they  let  their  pro- 
perty, 
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perty,  or  the  produce  of  previous  labour,  work 
for  them.     The  landlord  receives  a  fhare  of 
the  produce  obtained  from  the  foil,  becaufe 
he  lent  that  foil  for  the  purpofes  of  cultivation. 
His  fhare  is  called  Rent,  and  is  generally  in 
proportion  to  the  goodnefs  of  and  the  demand 
for  the  foil.     If  his  land  yields  a  valuable  pro- 
duce fpontaneoufly,  the  land-owner  takes  it 
all  to  himfelf  as  rent :  but  if  labour  be  necef- 
fary  to  obtain  it,  he  can  only  receive  as  rent 
that  portion  of  the   produce  which   the  la- 
bourers leave  above  their  fhare ;  and  if  he  be 
obliged  to  call  in  the  aid  of  a  capitalifl  for  the 
required  advances,  the  profits  of  flock  mufl 
alfo  firft  be  deducted.      When  thefe  profits 
and  the  wages  of  labour  fwallow  the  whole 
produce,  he  has  nothing  left  as  rent,  and  the 
land  is  no  longer  cultivated,  unlefs  he  himfelf 
fliould  act  as  undertaker.     Under  the  fleady 
operation  of  wife  laws,  and  through  a  progref- 
five  population,  a  certain  fettled  value  is  gra- 
dually allowed  for  the  fhare  of  the  labourers, 
capitalifts,  and  undertakers,  with  which  they 
are  generally  fatisfied.     If  any  land-owner  be 
poflefled  of  a  parcel  of  land,  the  probable  pro- 
duce of  which  exceeds  thofe  mares,  he  readily 
obtains  the  furplus  as  rent.     The  natural  or 
acquired  fertility  of  land  may  therefore  be 

confidered 
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confidered  as  the  main  flandard  meafure  of 
rents. 

Capitals  are  entitled  to  a  ihare  in  the  pri- 
mitive income  only  as  far  as  their  application 
actually  produces  fomething  above  their  va- 
lue. If  they  produce  merely  that  value,  the 
capitalift  can  receive  no  more  from  the  pro- 
duce than  what  he  has  advanced,  as  thefe  ad- 
vances, though  they  afford  a  net  income  to 
the  labourers,  have  gained  nothing  for  him- 
felf ;  and  if  there  be  any  furplus  allotted  to 
him,  in  that  cafe  it  is  at  the  expence  of  fome 
one  who  is  deprived  of  his  fliare,  or  whofe 
Ihare  is  curtailed.  Capitals  being  an  effential 
condition  of  production,  undertakers,  labour- 
ers, and  land-owners  are  obliged  to  allow  the 
capitalifls  a  mare  of  the  produce,  as  a  remu- 
neration for  the  loan  of  their  productive  en- 
gine. Their  fliare  however  is  chiefly  regu- 
lated by  the  competition  of  the  demand  for 
capitals,  which  is  limited  by  the  gains  made 
with  them.  The  owner  of  a  capital  derives 
no  greater  benefit  from  it,  whether  it  be  em- 
ployed in  a  more  or  lefs  lucrative  operation. 
He  gets  nothing  but  the  market  rate  of  in- 
tercut for  his  money.  The  furplus  above  the 
expected  profits  of  the  undertaking  accrues 
chiefly  to  the  undertaker ;  if  this  profit  con- 
tinues fleady  and  regular,  pajt  of  it  in  time 
goes  over  to  the  landlord,  in  the  fhape  of  an 

increafed 
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increafed  rent.  Labourers  are  little  benefitted 
by  an  increafed  produce,  unlefs  it  increafes 
the  demand  for  labour :  but  capitalifls  are 
always  in  danger  of  being  fufferers  by  an  in- 
creafed produce,  becaufe  it  increafes  the 
number  of  capitals,  which  tends  to  lower  the 
rate  of  intereft.  When  the  capitaliil  gets  a 
larger  mare  than  the  ufual  rate  of  in- 
tereft, he  obtains  it  either  becaufe  he  is 
a  joint  undertaker  and  participates  in  the 
rifk  of  the  undertaking,  or  becaufe  part  of 
the  capital  is  repaid  along  with  the  intereft. 
But  neither  the  repayment  nor  the  intereft  of 
capitals  that  are  not  employed  in  productive 
labour  can  be  regarded  as  a  primitive  in- 
come ;  they  muft  be  replaced  from  a  pre- 
extant  or  previoufly  accumulated  capital ; 
they  are  confumed  without  re-producing  any 
thing. 

Perfonal  fervices  are  of  various  kinds. 
That  fome  of  them  co-operate  indirectly  in 
the  production  of  commodities  cannot  be  de- 
nied. The  fcholar  and  the  man  of  fcience 
impart  their  knowledge  to  artifts  and  under- 
takers, and  enable  them  to  produce  more  or 
better  commodities.  The  phylician,  by  re- 
ftoring  the  labourer  to  health,  enables  him 
to  refume  fooner  his  productive  employment. 
The  divine,  by  inculcating  the  principles  of 
religion  and  morality,  reclaims  from  vicious 

dif- 
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dilfipation,  or  flimulates  to  honeft  purfuits, 
numbers  whole  a6live  induftry  adds  to  the 
profperity  of  the  nation.     The  ftatefman,  the 
magiflrate,    the    foldier,    the   judge,    every 
public  functionary,  maintain  that  order  and 
regularity  in  the  ilate  which  are  the  effential 
conditions  on  which  the  progrefs  of  induilry 
depends.  [B.I.  CH.  n.]     The  menial  fervant, 
not  engaged  in  labour,  which  would  place 
him  at  once  in  the  clafs   of  productive  la- 
bourers,  by  faving  the  time  of  thofe  who  de- 
vote it  to  productive   employment,   enables 
them  to  obtain  a  larger  produce.     And  the 
theatrical  performer,  or  he  who  affords  any 
innocent  recreation  to  the  labouring  claffes  of 
the  community,  contributes  more  to  an  in* 
creafed  production  than  the  unfeeling  talk- 
mafter,  who  watches  over  the  reluctant  labour 
of  Haves  and  bondfmen.     The  mare  which 
the  individuals  performing  perfonal  fervices 
receive  of  the  primitive  income  of  the  nation 
may  therefore  be  conlidered  as  juftly  due  to 
them   in   their    quality   of   indirect   co-pro* 
ducers.     Indeed  the  knowledge  diffeminated 
in  a  country  by  the  learned,  may  be  regarded 
as  a  component  part  of  its  wealth,  the  value 
of  which  is  paid  to  thofe  who  produce   it. 
Such  mental  treafures,   not  only  afford  the 
beft  enjoyment  to  their  poffeffors,  but  often 

affume 
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aflame  the   nature  of  real  commodities,  by 
being  rendered  permanently  inherent  in  ma* 
terial  things,   and   becoming  actually   com- 
ponent  parts  of  external  or  tangible  wealth. 
The  author  of  a  good  faleable   book  is  as 
much    a  productive   labourer,  fince  he  in- 
creafes  the  wealth  of  the  nation  by  the  ex- 
changeable value   of  his  work,  as  the   ma- 
nufacturer of  the  paper  on  which  it  is  printed. 
And  the  combination  of  fweet  founds,  which 
is    reputed    unproductive    when    it    fimply 
charms  our  ears,  becomes  a  vendible  com- 
modity the   inflant  the  notes  are  engraved 
on  paper.     But  the  information  and  the  de- 
light communicated  by  the  author  and  the 
mufician  in  the  ihape  of  a  perfonal  ferviee, 
when  they  caufe  a  certain  vibration  in  the  air, 
one  by  the  utterance  of  his  thoughts  with  the 
organs  of  fpeech,  and  the  other  by  the  per- 
formance of  his  mufic  on  a  particular  inftru- 
ment,  have   even  the  additional  advantage, 
that  they  both  afford  an  immediate  enjoy- 
ment, and  inftantly  pafs  over  to  their  hearers 
without  the  latter  having  the  trouble  of  read- 
ing the  book  or  playing  the  muiic :  and  yet 
it  is  this  very   advantage   which  conflitutes 
their   unproductivenefs.     The  reafon,    how- 
ever, is  evidently  becaufe  the  book  and  the 
notes  may  be  transferred,  exchanged,  and 

fold, 
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fold,  but  the  gratification  derived  from  the 
oral  delivery  of  the  author,  and  from  the 
mufical  performance  of  the  mufician,  cannot 
be  handed  over  to  others  by  the  individual 
who  heard  them,  though  in  both  cafes  the 
mental  wealth  of  the  hearers  may  be  per- 
manently increafed.  A  perfon  of  a  reten- 
tive memory  eafily  remembers  the  leading 
thoughts  of  a  fpeech  from  having  heard  it 
only  once,  and  a  good  ear  may  catch  the 
combination  of  a  few  pleafing  founds,  fo  as  to 
recolle6l  fome  parts  of  the  mufic  occaiionally  ; 
yet  neither  is  fufficient  to  tranfmit  the  whole 
information,  or  all  the  notes  that  the  book 
and  the  piece  of  mufic  contain. 

But  waving  this  view  of  the  matter,  it  is 
however  certain,  that  learning  and  fcience 
have  a  powerful  influence  on  the  production 
of  material  commodities,  and  that  many  per- 
fonal  fervices  afford  the  highefl  enjoyment, 
and  fatisfy  wants  of  the  utmofl  moral  im- 
portance. At  the  fame  time  it  is  perfectly 
true,  that  the  mare  which  knowledge  has  in 
the  producing  of  commodities,  is  not  fo  direct 
as  the  mare  of  thofe  who  make  the  produc- 
tion of  material  commodities  their  bufinefs. 
The  influence  of  fcience  is  a  general  one  ; 
its  fliare  in  the  production  of  any  particular 
commodity  cannot  be  afcertained.  The  dif- 
u  coveries 


290  OF  THE  PROPORTION  OF  THE  B.  Ill, 

coveries  of  the  learned  belong  to  a  general 
flock  ;  every  one  uies  them  as  he  pleafes,  and 
on  that  account  they  have  a  very  trifling  ex* 
changeable  value ;  the  individual,  on  the 
contrary,  who  keeps  his  knowledge  to  him- 
felf,  and  manufactures  a  favourite  commodity 
upon  a  fecret  principle,  frequently  obtains  a 
very  high  compenfation  for  his  difcovery. 
That  the  performers  of  perfonal  fervices  con* 
fume  the  wealth  of  others,  is  equally  true  : 
they  mull  be  maintained  from  the  produce  of 
others,  and  if  material  commodities  alone 
conilitute  wealth,  the  clafs  that  performs 
perfonal  fervices  mufl  undoubtedly  be  ranked 
among  the  mere  confumers,  and  can  never 
exceed  the  furplus  of  material  goods,  whofe 
increafe  is  obftrudled  by  too  great  a  number 
of  unproductive  confumers.  It  is  alfo  ob- 
vious, that  the  more  the  growers  or  producers 
of  commodities  are  obliged  to  give  to  the 
performers  of  perfonal  fervices,  the  lefs  can 
they  keep  for  themfelves.  Whether  this  em- 
employment  of  wealth  be  delirable  or  not,  refls 
therefore  on  the  advantages  which  thofe  fer- 
vices procure  to  the  community  at  large.  Ufe- 
ful  or  agreeable  fervices  make  fome  return  for 
what  they  coil.  But  there  is  a  number  of 
(harers  in  the  national  income,  that  neither 
replace  what  they  receive  by  any  other  kind 

of 
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of  wealth  or  gratification,  nor  render  the 
community  any  fervices.  They  are  idle 
drones,  that  ufelefsly  devour  a  coniiderable 
part  of  the  produce  derived  from  the  primi- 
tive fources  of  national  income. 


u  3  CHAP. 
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CHAP.    IV. 

Qf  the    mojl   advantageous  primitive  Diftri* 
button. 

THE  object  of  wealth  is  happinefs,  which' 
has  its  main  foundation  in  the  fupply  of 
human  wants.  The  commodities  produced 
by  the  productive  clafles  infure  that  fupply, 
and  the  befl  diftribution  is  that  which  is  cal- 
culated to  fatisfy  the  wants  of  every  individual 
member  of  the  nation,  to  diffufe  univerfal 
contentment,  and  to  increafe  the  national 
welfare.  In  every  nation  the  labouring 
clafs  is  by  far  the  largeft.  The  fmallefl 
ihare  which  they  mufl  receive  of  the  whole' 
national  income,  is  the  fupply  of  ^the  abfolute 
neceffaries  of  life.  But  as  their  inclination 
to  labour,  and  their  comforts  are  generally 
in  proportion  to  the  magnitude  of  their 
reward,  it  has  the  moil  beneficial  influence  on 
the  community  at  large,  if  their  fliare  exceeds 
that  fcanty  fupply  of  necefTaries,  and  enables 
them  to  enjoy  a  great  many  conveniencies, 
and  even  to  accumulate  a  fmall  capital.  This 
infures  the  happinefs  of  the  mofl  confiderable 
part  of  the  population,  occafions  an  extenfive 

circu- 
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circulation  of  commodities,  and  caufes  their 
furplus  to  be  employed  in  the  production  of 
a  frefli  increafe  of  wealth. 

The  undertakers  belong  to  the  labouring 
clafs.  Nothing  is  more  reafonable,  nor  more 
beneficial  to  the  community  at  large,  than 
that  their  profits  mould  increafe  in  proportion 
to  their  increafed  production.  But  if  the 
larger  mare  of  the  undertaker  proceeds  from 
his  abridging  the  lhare  of  his  labourers,  the 
primitive  income  of  the  nation  is  not  diftri- 
buted  according  to  the  rules  of  juflice. 
Labourers  and  undertakers  live  both  upon 
the  produce  of  their  labour.  But  the  former 
cannot  increafe  their  income  by  extending 
their  bufinefs,  whilft  the  latter  may  combine 
two  or  more  undertakings,  and  thus  augment 
their  lhare  in  the  national  income.  It  is, 
however,  more  beneficial  for  the  nation, 
when  the  profits  of  feveral  undertakings  are 
divided  among  feveral  undertakers, 

Land-owners  and  capitalifts  receive  their 
{hare,  in  proportion  to  the  extent  of  the 
land  and  capital  lent  to  the  undertaker. 
When  that  (hare  devolves  to  a  few,  and  their 
property  is  fo  confiderable,  that  its  net  pro- 
duce enables  them  to  live  without  performing 
any  labour,  the  moft  powerful  incitement  to 
u  3  indaftry 
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Induftry  is  blunted,  and  if  they  confume  the 
whole  of  their  income,  the  nation  at  large 
is  not  much  benefited.  When  net  incomes-, 
proceeding  from  property  in  land  or  money, 
are  lhared  by  many,  happinefs  is  more  ex- 
teniively  diffufed  ;  a  greater  part  of  the  furplus 
of  rents  and  intereft  is  applied  to  frefh  pro- 
ductive labour  ;  and  the  ilimulus  to  profitable 
induflry  retains  its  force. 

The  performers  of  perfonal  fervices  receive 
their  due  mare,  if  the  productive  claffes  allow 
them  as  much  as  their  fervices  are  worth ; 
and  as  the  demand  for  their  fervices  is  in  pro- 
portion to  the  opulence  of  the  produ6live 
claffes,  they  are  mofl  powerfully  interefled 
in  the  increafe  of  the  wealth  of  the  nation. 
But  when  furperfluous  fervices  are  obtruded 
upon  the  country,  and  rewarded  without 
any  regard  to  their  inutility,  as  is  the  cafe 
with  finecures  and  offices  difcharged  by  depu- 
ties, the  diftribution  of  the  national  income 
is  imperfecl:  and  improper.  The  mares, 
which  the  pretended  performers  of  fuperfluous 
perfonal  fervices  receive,  are  forcibly  taken 
from  the  nation  to  its  evident  prejudice  ;  and 
the  producing  powers  of  individuals,  pam- 
pered for  doing  nothing,  are  loft  to  the  coun- 
try. There  is  not  one  inftance  in  a  hundred 

that 
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that  fuch  men  have  been  of  any  benefit  by  any 
difcovery  in  fcience,  or  the  fuggeflion  of 
any  national  improvement.  The  leifure  which 
is  afforded  them  is  hardly  ever  turned  to 
good  ufe.  They  are  idle  confumers  in  the 
utmoft  latitude  of  the  term. 

When  the  wealth  of  a  nation  is  rapidly 
increafing,  the  clafs  of  common  labourers  fares 
befl.  The  demand  for  labour  increafes,  their 
wages  are  raifed  of  courfe,  and  a  great  part 
of  the  additional  opulence  of  the  country 
flows  into  their  hands.  The  increafe  of 
national  wealth  is  equally  favourable  to 
land-owners.  A  growing  population  aug- 
ments the  demand  for  the  produce  of  the 
fields  and  all  kinds  of  raw  materials,  which 
enables  them  to  raife  their  rents.  But  the 
increafe  of  national  wealth  is  not  quite  fo 
advantageous  to  undertakers.  They  get  more 
rivals,  and  muft  call  in  the  aid  of  more  talents 
and  induflry.  Their  profits  grow  lefs  becaufe 
larger  capitals  are  feeking  for  undertakings. 
The  influx  of  capitals  lowers  the  rate  of 
intereil.  To  live  idle,  when  the  wealth  of  a 
nation  is  rapidly  increafing,  capitalifts  muft 
be  very  rich.  They  fare  worfe,  becaufe  they 
obtain  a  fmaller  {hare  of  gain.  Many  muft 
refolve  to  embark  in  productive  concerns,  who 
before  might  have  lived  on  the  intereft  of 
u  4  their 
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their  money.  But  to  no  clafs  of  men  is  the 
increafe  of  national  wealth  more  highly 
propitious,  than  to  the  performers  of  perfonal 
fervices,  A  great  part  of  this  wealth  finds 
its  way  to  them  almofl  unfolicited. 


CHAP. 
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CHAP.    V. 

Of  the  genuine  National  Income. 

NOTHING  belongs   to    the  annual  pri- 
mitive income  of  a    nation  but  what 
has  a6tually  been  produced  in  the  courfe  of 
the  year.     Capitals  fpent  in,  the  production 
of  commodities  are  not  to  be  taken  into  the 
account  of  that   income ;    they  have   been 
produced  before.     No  commodity  taken  from 
the  produce  obtained  in  the  courfe  of  the  year 
belongs  to  that  income,  elfe  the  fame  produce 
would  figure  twice  in  the  account.  But  every 
valuable  commodity,  or  every  value  produced 
within  the  year,  forms  a  component  part  of 
the  national  income  of  the  year.      To   find 
the    value    of    thefe    component    parts     in 
Ipecific    numbers    is  every    where  attended 
with   immenfe  difficulties,  and  to  itate  their 
amount  with  any  degree  of  accuracy  appears, 
to  be  practically  impoffible.     It  may  how- 
ever be  approximated  (&),  and  criterions  may 

be 

i 

(b)  The  primitive  annual  national  income  of  Holland  in 
1803,  was  rated  by  Meklenkamp  at  200  millions  in  Dutch 
Florins ;  that  of  Pruffia  by  jfrug  about  the  fame  time^ 

that 
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be  pointed  out  from  which  it  may  at  leaft  be 
inferred  in  general,  whether  the  national 
income  be  large  or  fmall,  and  whether  it  be 
properly  or  improperly  diilributed. 

When  the  foil  of  a  country  is  fertile  ;  when 
agriculture,  manufactures,  and  commerce 
are  flouriming,  and  the  greatefl  part  of  the 
inhabitants  employed  in  ufeful  labour,  a  na- 
tion certainly  enjoys  a  confiderable  income. 
When  every  one  who  is  able  and  willing  to 
labour  eafily  earns  enough  to  fupport  a  family, 
and  to  fave  a  little  for  times  of  need  ;  when 
the  land  is  not  in  the  hands  of  a  few  ;  when 
capitals  are  abundant,  and  the  middling  ranks 
embark  their  money  in  productive  concerns, 
the  national  income  is  properly  diftributed. 

The  produce  of  the  foil  may  be  calculated 
with  fome  degree  of  probability  from  the  ave- 


that  is  to  fay,  before  the  peace  of  Tilfit,  at  about  261  mil- 
lions in  Pruffian  Dollars,  viz  : 

The  produce  of  Agriculture  at    210,983,000    Dollars* 
Horticulture         16,463,000 
Forefts      -       -     13,000,000 
Mining      -       -       3,000,000 
Fisheries  -       3,000,000 

The  Chace       -       2,000,000 
Manufactures    1  , 
and  Commerce  j12'*00'000 


260,946,000  Dollars, 

rage 
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rage  produce  of  a  certain  number  of  acres,  with 
the  neceffary  allowances  for  the  differences 
of  foil :  but  the  value  fuperadded  to  the  raw 
produce  by  manufacturers  is  not  fo  eafily 
afcertained.  Public  regiflers  reft  on  very 
uncertain  foundations  ;  they  take  no  notice 
of  the  produce  of  artifts  and  handicraftsmen, 
which  is  altogether  of  high  importance  and 
in  fome  countries  greatly  exceeds  the  value 
of  the  goods  manufactured  upon  a  large 
fcale.  The  commerce  of  a  nation  is  in  fome 
degree  limited  by  the  produce  of  its  agri- 
culture and  manufactures  ;  the  means  em- 
ployed to  afcertain  its  extent  are  however 
extremely  deficient. 

That  the  manufacturer  and  the  merchant 
confume  part  of  the  value  of  their  produc- 
tions in  food  during  the  time  they  produce 
them,  and  that  this  food  is  frequently  taken 
from  the  agricultural  produce  of  the  year  is 
very  true  :  but  this  circumftance  does  not 
ftrip  their  productions  of  the  nature  of  a 
real  portion  of  the  primitive  income  of  the 
nation.  It  is  the  additional  value  which  the 
manufacturer  and  merchant  produce  which, 
conftitutes  it  a  real  income.  How  every 
private  income  is  employed,  whether  it  be  in-, 
ilantly  confumed  or  accumulated,  is  perfectly 
immaterial.  Care  muft  be  taken  only  not  to 

admit 
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the  fame  article  twice  in  the  account ;  the 
materials  to  which  the  manufacturer  and  the 
merchant  give  an  additional  value  muft  not 
be  reckoned  again  as  a  part  of  the  primitive 
income,  as  they  are  noted  under  the  head  of 
the  raw  produce  of  the  country. 


CHAP, 
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CHAP.  VI. 

Of  Circulation. 

THE  primitive  distribution  of  the"  national 
income  places  in  the  hands  of  every 
co-operator  in  the  production  of  commodities 
a  certain  quantity  of  articles  which  fupply 
only  part  of  his  wants.  To  fatisfy  them 
completely  he  requires  ibme  of  the  commo- 
dities which  others  have  obtained.  This 
occafions  a  frefh  dillribution  of  the  primitive 
income  among  the  co-operators  in  the  pro- 
duction of  different  articles.  They  barter 
their  goods  among  themfelves  according  to 
the  flandard  of  their  refpective  wants,  and 
this  interchange  conilitutes  circulation. 

Circulation  may  therefore  be  defined  a  re- 
peated exchange  of  commodities  to  fupply 
the  refpec~live  wants  of  every  member  of  the 
community.  It  begins  with  the  very  firft 
exiflence  of  any  produce.  Some  articles 
are  even  exchanged  by  contract  long  before 
they  are  produced.  The  commodities  which 
the  labourers  receive  at  the  primitive  diflri- 
bution  of  the  national  income  do  not  confifl 
in  the  exact  produce  of  their  labour,  but  in 

an 
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an  equivalent  which  they  like  better,  and  for 
.which  they  gladly  reiign  their  {hare  in  the 
actual  produce  of  their  labour.  The  primi- 
tive distribution  of  commodities  is  a  mere 
fiction,  built  on  the  fuppofition  of  a  previous 
contract  purpofely  entered  into  by  the  co- 
operators  in  the  production.  Labourers  are 
chiefly  paid  with  money,  or  any  other  circu- 
lating medium,  without  the  aid  of  which  few 
commodities  could  be  produced.  None  are 
completed  before  the  requifite  labour  has 
been  beftowed  upon  them.  The  labourers 
however  muft  be  fub lifted  during  their 
labour ;  very  few  indeed  have  a  flock  fuf- 
ficientto  live  upon,  till  their  labour  be  per- 
formed ;  they  muft  receive  beforehand  the 
value  of  the  probable  future  (hare  of  their 
production  for  their  fupport.  Circulation 
commences  between  the  undertaker  and  the 
labourers,  before  the  produce  is  brought  forth. 
As  it  is  either  only  one  kind  of  want  that 
their  produce  fupplies,  or  as  it  is  fre- 
quently not  at  all  calcinated  to  fatisfy  any 
want  of  the  labourers,  for  inftance,  when 
this  produce  is  merely  a  component  part  of  a 
commodity,  that  muft  pafs  through  many 
other  hands  at  different  places  before  it  be 
completed  j  or  when  a  value  is  limply  fuper- 
added  to  a  rare  object  of  no  ufe  or  of  too 
4  high 
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high  a  price,  labourers  would  fare  very  ill  if 
they  were  obliged  to  take  their  reward  at  all 
times  in  the  produce  of  their  own  labour. 
They  prefer  a  commodity  which  actually  fup- 
plies  their  wants,  or  in  exchange  for  which  they 
may  eaiily  get  them  fupplied.     This  is  the 
fir  ft  foundation  of  circulation.     And  as  every 
other  member  of  the  community,  befides  the 
labourer,  receives,  likewife,  a  number  of  com- 
modities not  at  all  calculated  for  the  imme- 
diate fupply  of  his  wants,  but  which  others 
are  in  need  of  who  happen  to  be  poffeffed  of 
fuch  as  he  requires  ;  this  circumftance  keeps 
a  great  part  of  the  flock  of  commodities  be- 
longing to  a  nation  in  continual  circulation. 
The  whole  national  income,  with  regard  to 
its  immediate  ufe,  may  be  divided  into  con- 
fumable  and  productive  property.    The  former 
is  the  aggregate  of  the  Commodities  which 
every  member  of  the  community  deflines  for 
his  immediate   maintenance   or  fupport;    it 
conftitutes   the    confumable    capital.      The 
latter  is  the  aggregate  of  the  commodities 
deflined  to  be  exchanged  for  other  commo- 
dities, it  conftitutes  the  productive  capital, 
which  is  either  a  fixed  or  a  circulating  capital, 
according  as  it  produces  fomething  without 
leaving  its  pofTeffor,  or  by  departing  from  him 
to  be  circulated.    Every  capital  flock  deftined 

for 
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for  circulation,  or  for  fale,  belongs  to  the  cir- 
culating capital ;   but  it  may  go  over  to  the 
confumable  or  fixed  capitals.     Any  produce 
whatever  may  belong  to,  and  moilly  forms 
part  of,  the  circulating  capital  for  a  time. 
But  no  commodity  is  conilantly  circulating,  or 
deflined  only  to  circulate,  except  money.    All 
other  goods  have  hardly  acled  once  or  twice, 
the  part  of  a  medium  of  exchange,  when  they 
pafs  over,  either  to  the  confumable,  or  to  the 
fixed  capital.      Money  alone  generally  con- 
tinues circulating  as  long  as  it  is  of  value,  and 
every  commodity,  in  civilized  focieties,  being 
purchafed  with  money,  or  at  leafl  the  value 
of  every  thing  calculated  in  money,  circula- 
tion often  denotes  only  the  circulating  coin  of 
the  country.     The  circulating  capital,  taken 
in   that   reftricied  fenfe,    means    the    exa6t 
quantum  of  money  circulating  in  the  nation. 
This,  however,  is  not  perfectly  correct.     Cir- 
culation embraces    the     whole     furplus    of 
commodities.      It   is    only    where    there    is 
much,   that    much  can  be  exchanged  ;  and 
as  circulation  confifls  in  the  mere  exchange 
of  extant  commodities,   it  cannot  augment 
the    quantum    of   wealth.      But   though    it 
does  not  increafe  its  amount,  it  yet  increafes 
its   value,   and    that  both   its    real  and  ex- 
changeable  value,  becaufe  without  this   cir- 
culating 
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culating  capital,  a  very  flender  portion  of  the 
total  amount  of  the  national  wealth  would  be 
ufeful,  and  becaufe  its  circulation  requires 
time,  labour  and  (kill,  which,  as  they  cannot 
be  had  for  nothing,  occaiion  an  additional 
compenfation.  It  is  for  this  reafon,  that  thofe 
who  make  circulation  their  bufinefs,  that  is  to 
fay,  the  individuals  engaged  in  trade,  are  en- 
titled to  a  primitive  mare  of  the  national  in- 
come, and  ought  to  be  confidered  as  co- 
operators  in  its  original  produ6lion.  [B.  u. 
CH.  v.]  They  help  to  produce  a  part  of  the 
value  of  commodities,  or  in  other  words,  they 
fuperadd  a  value  to  their  value.  Commodi- 
ties frequently  acquire  this  additional  value 
through  the  mere  ac~b  of  being  exchanged, 
whenever  this  exchange  is  ufeful.  A  is  pof- 
fefled  of  a  commodity,  the  original  value  of 
which  is  ten  pounds,  and  which  B  flands  in 
need  of;  B  has  anothef  commodity  of  the 
fame  original  value,  which  A  would  like  to 
have.  B's  commodity  is  therefore  of  fome- 
what  more  value  to  A  than  his  own,  juli  as 
A's  commodity  is  more  agreeable  to  B  than 
that  which  he  is  poiTeffed  of.  They  both 
fancy  they  mall  be  gainers  by  the  exchange, 
and  none  of  them  is  difpofed  to  fell  the  com- 
modity again  at  ten  pounds;  were  this  the 
jcafe,  they  would  have  made  an  ufelefs  ex* 

x  change. 
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change.  He  who  wiihes  to  purchafe  either 
commodity  after  it  has  changed  its  owners, 
mail  at  leafl  give  fomewhat  more  than  its 
original  value,  that  is  to  fay,  he  mull  eompen- 
fate  the  trouble  of  the  exchange.  But  the 
more  time  and  labour  this  exchange  takes  up, 
the  more  it  muil  augment  the  value  of  com- 
modities, and  the  larger  mufl  be  the  mare 
which  the  individuals  concerned  in  the  ex- 
change obtain  of  the  quantum  of  national 
wealth;  that  ill  are,  however,  is  granted  to 
them  only  as  far  as  the  exchange  is  neceflary 
to  the  growing  or  producing  of  the  commodi- 
ties, or  as  far  as  thofe  commodities  would  have 
been  of  no  utility  without  circulation.  If  the 
London  corn  merchant,  or  the  London  baker, 
did  not  exchange  his  bank  notes,  the  repre* 
fentatives  of  coin,  and  of  courfe  of  other  com* 
niodities,  for  the  bread  corn  of  the  Norfolk 
farmer,  the  earn  grown  in  Norfolk  would, 
comparatively,  be  of  no  ufe  to  the  inhabitants 
of  London.  They  would  individually  be  ob- 
liged to  go  and  fetch  it  at  a  far  greater  ex- 
pence.  To  circulate,  is  to  convey  to  every 
one,  from  the  total  mafs  of  commodities,  that 
ihare  which  he  requires,  or,  in  other  words, 
to  diilribute  the  whole  national  income  in  the 
eafiefl,  cheapeft,  and  moil  convenient  way 
among  the  individual  members  of  the  nation, 

according 
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according  to  every  one's  requeft  againfl  equi- 
valents. Circulation  is  always  beneficial,  and 
the  true  promoter  of  human  induflry.  It  may 
truly  be  faid  to  co-operate  in  the  production 
of  commodities  ;  without  it  there  could  not 
be  fo  many  commodities  produced.  It  is  an 
eflential  condition  of  production,  a  conditio 
Jine  qua  non. 

As  every  producing  power  is  the  better  for 
confuming  little  of  its  produce,  or  as  an  en- 
gine is  fo  much  the  more  perfect,  as  it  affords 
an  equal  benefit,  or  renders  equal  fervice  at 
lefs  expence,  circulation,  confidered  as  a 
machine  that  promotes  production,  is  the 
more  advantageous  the  more  it  anfwers  its 
end  at,  comparatively,  fmall  expences,  in  pro- 
portion to  its  extent.  He  who  keeps  a  Hock 
for  circulation,  requires  intereft  for  the  time 
it  is  kept;  the  carriage,  houfing  and  pre- 
ferving  of  the  commodities,  and  the  money 
capital  neceffary  to  effect  circulation,  occafion 
other  expences,  which  increafe  the  value  or 
diminim  the  quantity  of  commodities.  The 
more  fuch  expences  are  reduced,  the  better 
it  is  for  the  community  at  large.  A  greater 
mafs  of  produce  may  be  diflributed,  becaufe 
whatever  is  faved  in  circulating  expences  is 
an  addition  to  that  mafs.  Expences  may  be  di- 
minifhed,  ift,  by  avoiding  a  prejudicial  circu- 
x  2  lation 


308  OF    CIRCULATION.  B.  III. 

lation  by  means  of  the  grand  promoter  of 
human  comforts,  the  diviiion  of  labour,  which 
leaves  circulation  as  a  diflincl  bufmefs  to  in- 
dividuals  who,  devoting  their  attention  ex- 
clufively  to  it,  perform  it  in  the  bell  and 
cheapeft  way ;  and,  2dly,  by  reducing  the 
coils  of  the  inftrument  of  circulation,  money. 
Circulation  is  ufeful  only  when  the  capital 
given  away  is  compenfated  by  a  real  equiva- 
lent. If  it  be  a  mere  transfer  from  one 
individual  to  another ;  if  he  who  parts  with 
money  or  commodities,  receives  no  equiva- 
lent ;  if  the  value  of  one  commodity  be 
merely  imaginary ;  if  a  valuable  commodity 
be  circulated  to  be  confumed  unprofitably ;  if 
the  circulation  takes  a  circuitous  road,  and  is 
attended  with  unneceffary  delays,  it  is  pre- 
judicial* To  be  beneficial,  circulation  ought 
to  promote  productive  lab  our  $  or  the  national 
income  ought  to  be  diflributed  to  fuch  mem* 
bers  of  the  community  who,  befides  giving 
an  equivalent  for  the  commodities  they  ob- 
tain, reproduce  a  fimilar,  or  ftill  greater, 
value ;  and  every  commodity  ought  to  be 
conveyed  to  the  confumer  by  the  mortefl 
road,  and  in  the  leafl  poffible  time*  The 
utility  of  circulation  is  increafed  by  its  ve- 
locity. The  quicker  it  takes  a  furplus  off  the 
hands  of  its  poffeifors  and  conveys  it  to  thofe 

who 
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who  want  it,  the  greater  is  its  ufefulnefs.  A 
furplus  of  commodities,  as  a  mere  furplus,  is 
ufelefs ;  but  when  it  reaches  its  deflination, 
it  either  ferves  to  confumption,  or  produces 
new  riches.  Wealth  i$  both  replaced  and 
reproduced  in  proportion  to  the  rapidity  of 
circulation. 

The  principal  inftrument  to  accelerate  cir- 
culation, is  money.  Indeed  it  is  money  alone 
which  renders  exchanges  upon  a  large  fcale 
poffible.  Yet,  in  itfelf,  it  is  good  for  nothing 
but  to  promote  exchanges,  it  always  remains 
a  circulating  capital.  To  procure  its  prime 
material,  to  give  it  the  proper  form  and  lhape, 
to  convey  it  from  one  place  to  the  other,  &c, 
occafions  unavoidable  expences ;  the  more  the 
latter  are  diminimed,  the  greater  is  the  re- 
maining quantity  of  valuable  commodities 
which  the  nation  is  enabled  to  enjoy  in  their 
place. 


x  3  CHAP, 
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CHAP.    VII. 

Of  Real  Money  or  Com. 

REAL  money  or  coin  ought  to  conlifl  of 
a  material  which  has  a  value  in  itfelf.  It 
is  this  internal  value  alone  which  eftablifhes 
its  power  to  obtain  fomething  in  exchange. 
Alignments,  or  orders  for  the  receipt  of  this 
material,  are  no  real  money;  they  derive  their 
power  from  the  confidence  that  real  money  is 
readily  to  be  had  for  them.  The  material  fit 
for  real  money  mull  have  the  qualities  Hated 
before  [B.  i.  CH.  ix.]  It  is  for  combining 
all  thofe  qualities  in  a  fuperior  degree  that 
metallic  money  has  obtained  the  preference, 
and  it  is  this  preference  which,  in  its  turn, 
has  increafed  the  value  of  the  finer  metals. 

As  real  money  is  a  commodity  which  every 
one  knows  and  every  one  takes  with  pleafure 
for  the  furplus  of  his  commodities,  it  is  bell 
calculated  to  facilitate  and  accelerate  ex- 
changes. But  as  fomething  is  given  for 
money  merely  becaufe  it  contains  a  certain 
quantity  of  metal  of  acknowledged  finenefs, 
it  fulfils  its  function  of  a  general  medium  of 
exchange,  and  improves  circulation  moreeffec* 
3  tually. 
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tually,  i  ft,  when  every  one  is  convinced  of 
the  internal  finenefs  of  the  metal  contained 
in  every  individual  piece  of  money;  sdly, 
when  its  declared  finenefs  is  invariable,  or  its 
value  conflant  and  unchangeable  ;  and,  3dly, 
when  the  coin  is  fo  contrived  that  a  great  and 
a  fmall  value  may  alike  be  inftantly  fettled  in 
money  without  confuiion.  Thefe  advantages 
are  the  refult  of  ikilful  coining,  or  converting 
pieces  of  metal  into  money  under  public  au- 
thority. 

Coin,  to  anfwer  its  end  rnofl  completely, 
ought  to  be  made  of  metal  of  invariable  fine- 
nefs ;  the  quantity  ufed  in  each  feparate  piece 
ought  to  be  marked  upon  it ;  there  ought  to 
be  a  proper  proportion  of  large  and  fmall  coins 
to  facilitate  the  exchange  of  the  moft  trifling 
commodities ;  the  coins  ought  to  be  of  a  form 
which  allows  little  deterioration  by  friction  ; 
to  counterfeit  them  muft  be  a  matter  of  ex- 
treme difficulty,  and  their  declared  finenefs 
muft  never  be  arbitrarily  or  fecretly  altered. 
The  way  in  which  money  affifts  in  the  in- 
creafe  of  national  wealth  is  by  facilitating  ex- 
changes ;  and  no  quality  renders  it  fo  fit  for 
this  purpofe  as  permanency  of  value,  by  means 
of  which  it  meafures  the  value  of  other  com- 
modities more  accurately  and  more  readily. 
The  additional  value  imparted  to  the  metal 
x  4  bv 
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by  coining  is  equal  to  the  expences  occafion- 
ed  by  the  operation,  which  are  paid  with  plea- 
fare  wherever  money  is  wanted.  But  when 
money  is  coniidered  merely  as  metal  or  mer- 
chandize, the  expences  of  coining  are  not 
taken  into  the  account. 

Every  change  in  the  coinage  of  a  country 
alters  the  relative  value  of  all  other  commo- 
dities to  money,  and  caufes  great  confuiion 
in  the  common  concerns  of  life,  even  when  it 
is  introduced  under  the  fan6lion  of  the  chief 
magiflrate.  And  if  any  deterioration  takes 
place  fecretly,  all  thofe  who  accept  of  the  de- 
bafed  coin  in  payment,  are  cheated  out  of  the 
proportionate  value  of  the  deficient  weight  or 
fmenefs.  When  it  is  the  exchangeable  value 
of  the  metal  ufed  in  the  coin  that  is  altered, 
the  relation  of  all  other  commodities  to  the 
metal  is  changed,  and  more  or  ^efs  money 
muil  be  paid  for  them  in  proportion  as  the 
price  of  the  metal  ufed  in  the  coin  is  rifen  or 
funk.  But  as  fuch  an  alteration  happens  only 
gradually ;  the  revolution  which  it  caufes  is 
by  no  means  as  fatal  in  its  effects  as  any  fud- 
den  alteration  in  the  coin  itfelf.  When  coin- 
ing is  a  free  trade,  or  performed  by  private 
individuals  under  the  fan&ion  of  government, 
coin  is  obtained  at  the  fmallefl  poffible  ex- 
pence  of  coinage :  but  when  the  mint  is  a 

monopoly 
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monopoly  of  the  flate,  it  may  drive  the 
feignorage  or  price  of  coinage  as  high  as  the 
wants  of  thofe  for  whofe  convenience  the  mo- 
ney is  coined  will  allow  (c).  Were  it  to  be 
higher,  the  demand  for  money  would  be  in- 
confiderable  ;  or  if  the  flate  itfelf  fets  the  coin 
into  circulation,  it  could  not  obtain  a  greater 
value  above  its  finenefs  than  what  the  advan- 
tage of  a  legal  coin  is  worth  to  the  holders  of 
other  commodities.  Good  metallic  money  is 
not  a  lign  of  value  ;  it  is  a  real  value  in  itfelf, 
like  any  other  commodity. 

But  whatever  may  be  the  comparative  im- 
portance or  advantages  of  metallic  money,  its 
direct  ufe  is  merely  to  facilitate  the  exchange 

(c)  It  is  to  the  want  of  an  adequate  feignorage  that  Eng- 
land owes  the  rapid  difappearance  of  the  great  filver  coinage 
of  King  William,  which  was  conducted  at  an  expence  of  three 
millions  fterling.  Mr.  Mujket,  in  his  Inquiry  into  the  effe&s 
produced  on  the  national  currency  and  rates  of  exchange  by 
the  bank  reftri&ion  bill,  fuggefts  the  propriety  of  a  fmall 
feignorage  on  gold  coin.  Were  this  only  one  half  per  cent, 
it  would  nearly  defray  the  expence  of  coining,  and  would  tend 
to  leflen  in  the  only  proper  way  the  Speculation  in  the  export 
of  guineas,  which  is  neither  wifely  nor  effectually  difcouraged 
by  prohibitory  laws.  On  filver  the  feignorage  ought  to  be 
ten  per  cent.  Mr.  Muiket  takes  five  millions  as  the  amount 
required  $or  the  filver  currency  of  Great  Britain.  Confider- 
ing  newnefs  and  uniformity  in  coin  as  the  befl  fecurity  to  the 
public  againft  bafe  money,  he  fuggefts  alfo  that  the  filver 
eoin  fhould  be  regularly  called  in  after  ten  years  of  circu- 
lation. 

of 
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of  commodities,  or  to  promote  their  circula- 
tion, and  as  the  raw  material  and  the  coining 
are  both  expenfive,  a  nation  has  a  greater 
command  over  commodities  affording  imme- 
diate enjoyment,  or  a  greater  flock  of  active 
and  productive  capital,  the  fmaller  the  amount 
of  the  metallic  money  with  which  its  circula^ 
tion  is  performed,  and  the  greater  its  faving 
in  the  expences  of  metal  and  coinage,  without 
prejudice  to  the  circulation  (r/).  [B.  n.  CH.  n.] 
Thefe  confiderations  have  induced  feveral  na- 


(d)  It  is  perfectly  immaterial  whether  the  bufmefs  of  cir- 
culation be  performed  by  a  greater  or  fmaller  quantum  of 
fubftitutes  to  coin.  The  aggregate  value  of  the  circulating 
medium  of  a  country,  combined  with  the  velocity  of  its  cir- 
culation, and  the  various  expedients  reforted  to  for  economiz- 
ing its  ufe,  is  never  arbitrary  or  accidental,  but  always  deter- 
mined by  the  bufmefs  which  it  is  deftined  to  perform.  In 
whatever  way  the  fum  neceffary  for  carrying  on  the  circula- 
tion of  any  country  may  be  exprefied,  its  real  value  muft  pre- 
ferve  a  fteady  relation  to  the  value  and  frequency  of  the  pay- 
jnents  to  be  effected  by  it.  When  it  has  once  adapted  itfelf 
to  the  extent  of  its  appointed  employment,  and  has  been 
found  to  give  all  poflible  facility  to  commercial  exchanges, 
the  country  ought  neither  to  be  deprived  of  any  portion  of 
that  circulating  medium,  nor  ought  it  to  be  unneceflarily  in- 
creafed.  Wherever  the  paper  circulation  of  a  country  is  in- 
creafed  without  any  correfponding  increafe  in  the  demands  of 
its  commerce,  no  part  of  the  additional  circulating  anedium 
can  find  employment  until  by  its  depreciations  the  quantity 
of  currency  is  rendered  fubflantially  the  fame  as  before.  See 
pojler  on  Exchanges,  reviewed  in  the  Edinb.  Rev.  ofOftobcr 
iSo6,  No.  XriL 

tions, 
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tions,  i  ft,  to  effect  their  exchanges  with  as 
fmall  a  fum  of  money  as  is  compatible  with 
the  magnitude  of  the  national  income,  by  in- 
creafmg  the  rapidity  of  circulation  ;  sdly,  to 
fave  the  expences  of  coinage  as  much  as  pofli- 
ble,  by  avoiding  all  unneceffary  payments  in 
coin;  3dly,  to  employ  capitals  bearing  intereft 
as  a  medium  of  exchange ;  or,  4thly,  to  im- 
part the  power  of  money  to  lefs  expenfive 
materials. 

Money  is  never  confumed ;  it  may  always 
be  applied  again  to  frefh  exchanges  as  foon  as 
received,  and  innumerable  commodities,  each 
as  valuable  as  a  given  number  of  pieces  of 
coin,  may  fucceffi  vely  be  obtained  in  exchange 
for  the  fame  identical  pieces  of  coin.  An 
immenfe  quantity  of  commodities  may  be  paid 
for  in  fucceffion  with  a  comparatively  fmall 
amount  of  money.  A  general  who  has  juft 
received  his  pay  out  of  the  public  treafury, 
fettles  his  butcher's  bill  with  one  hundred 
guineas.  The  butcher  pays  the  identical 
guineas  for  cattle  to  a  grazier.  The  grazier 
pays  them  as  rent  to  his  landlord.  The  land* 
lord  fettles  his  faddler's  bill,  amounting  to  one 
hundred  guineas :  the  faddler  immediately 
carries  them  to  his  leather  merchant,  who 
pays  them  to  his  wine  merchant.  The  latter 
gives  them  for  clothes  to  his  tailor:  the  tailor- 
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fettles  his  clothier's  bill,  to  the  fame  amount. 
The  clothier  purchafes  one  hundred  guineas 
worth  of  wool  of  a  farmer  with  the  fame  iden- 
tical guineas,  which  the  latter  takes  to  his 
landlord's  ileward  for  rent.  The  land-owner 
orders  them  to  be  fent  to  his  bookfeller  for 
books ;  the  bookfeller  takes  them  to  the  paper- 
manufaclurer,  who  pays  them  to  his  rag  mer- 
chant :  the  latter  gives  the  very  fame  guineas 
to  a  wheelwright  for  a  waggon,  and  the  wheel- 
wright pays  them  to  his  timber  merchant,  who 
carries  them  to  the  Royal  Exchange  to  buy 
a  bill  on  Hamburgh,  to  remit  to  his  corref- 
pondent  at  Memel.  The  banker  on  whom 
the  bill  is  purchafed  locks  the  guineas  up  in 
his  iron  cheil,  where  they  remain  a  few  days, 
at  the  end  of  which  they  are  again  circulated. 
Thus  in  the  firfl  inftance  one  hundred  pieces 
of  gold  coin  ferved  to  purchafe  their  value 
over  and  over  again,  in  meat,  cattle,  faddles, 
leather,  wine,  clothes,  cloth,  wool,  books, 
paper,  rags,  a  waggon,  and  timber,  and  to 
pay  a  rent  to  two  landlords ;  or  commodities 
worth  1600  guineas,  were  exchanged  and  dif- 
tributed  by  the  help  of  one  hundred. 

Metallic  money  conilitutes,  every  where,  a 
very  fmall  component  part  of  national  wealth. 
Whatever  the  producers  confume  of  their  own 
produce  is  never  exchanged,  and,  as  fo  many 

different 
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different  exchanges  may  be  effected  with  one 
and  the  fame  piece  of  money,  the  amount  of 
metallic  money  is,  in  every  country,  confide- 
rably  below  that  of  other  commodities.  Even 
the  fum  in  a6lual  circulation,  or  the  repeated 
payments  made  with  the  fame  identical  pieces 
of  coin  are  far  beneath  the  value  of  the 
remaining  commodities  of  the  nation,  becaufe 
many  exchanges  are  effected  without  the  in- 
tervention of  money.  The  greater  the  ra- 
pidity with  which  money  performs  its  function , 
the  quicker  it  is  applied  to  frefh  exchanges; 
or  the  quicker  it  flows  from  one  pocket  into 
the  other,  the  lefs  may  the  amount  be  which 
is  deflined  for  that  ufe,  or  the  larger  is  the 
number  of  payments  that  may  be  effected. 
If,  within  the  fame  given  time,  ten  purchafes 
are  made,  with  the  fame  identical  pieces  of 
coin  in  one  country,  wliilil  five  only  are  made 
with  the  fame  pieces  of  coin  in  another, 
the  former  is  enabled  to  purchafe  twice  as 
much  with  the  fame  quantum  of  money,  or, 
in  other  words,  it  may  reduce  its  circulating 
coin  to  half  the  amount  of  that  of  the  latter. 
There  is  alfo  in  the  very  nature  of  money  a 
motive  for  haftening  its  circulation.  Money 
in  itfelf  affords  no  enjoyment,  and  yet  it  is 
not  to  be  had  without  an  equivalent :  the  in- 
ftant  it  is  procured  it  is  ufefully  employed ; 

fome 
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fome  commodity  is  purchafed  for  confump. 
tion,  or  it  is  applied  to  produ6live  labour.  In 
either  cafe  it  mufl  depart  from  its  poffeffor, 
and  circulate. 

A  rapid  circulation  of  money  is  a  proof, 
and  becomes  in  turn,  a  caufe  of  profperity, 
by  invigorating  the  induilry  of  the  nation, 
and  diffufing  it  all  over  the  country.  When 
the  efforts  to  acquire  property  are  general, 
every  one  keeps  as  little  ready  money  in 
hands  as  he  poffibly  can  ;  every  piece  of  coin 
that  can  be  fpared  is  immediately  turned  to 
advantage ;  and  wherever  a  perfect  freedom 
of  trade  is  eftabliflied  opportunities  for  doing 
fo  are  never  wanting.  In  a  flouriihing  coun- 
try, important  payments  are  commonly  made 
in  a  few  places,  or  even  in  one  place  only. 
Great  Britain  offers  a  finking  inflance  of  an 
uncommon  rapid  circulation,  due  to  the  cir- 
cumflance  of  the  country  bankers  being  con- 
nected with  the  bankers  of  the  metropolis,  and 
all  great  payments  being  effected  in  London 
only.  The  flate  has  alfo  a  powerful  influence 
on  the  circulation  of  a  country,  by  allowing 
the  contributors  to  the  public  expences  to 
pay  the  taxes  by  fmall  inflalments,  by  oblig- 
ing the  collectors  in  the  country  to  make 
immediate  remittances  to  the  treafury,  and 
by  keeping  as  little  ready  money  in  the 

public 
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public  chefls  as  is  compatible  with  the  public 
fervice. 

The  fecond  expedient  that  has  been  adopt- 
ed to  reduce  the  circulating  money  capital 
of  a  country,  is  to  avoid  paying  in  coin.  But 
the  means  of  accomplifhing  that  purpofe  can- 
not  be  properly  inveiligated  before  the  nature 
of  credit  be  well  underilood. 


CHAP, 
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CHAP.  VIIL 

Of  Credit. 

/CREDIT  is  the  aggregate  of  the  qualities 
^•^  by  which  an  individual  infpires  the  con- 
fidence that  he  will  fulfil  his  pecuniary  en* 
gagements ;  or  fimply,  the  opinion  that  he 
who  has  entered  into  an  engagement  is  able 
and  willing  to  perform  it.  Credit  therefore 
refls  on  the  conviction  that  a  debtor  pofTefTes 
more  than  he  owes  ;  that  he  may  at  any  time 
convert  his  property,  or  part  of  it,  into  fucli 
commodities  as  he  has  promifed  to  give  in 
payment ;  and  that  his  moral  character,  and 
his  own  advantage,  as  well  as  the  laws  of  the 
country,  will  induce  him  to  perform  his  en* 
gagement.  The  more  generally  this  opinion 
is  entertained  of  a  debtor,  and  the  more  it 
refls  on  a  folid  bafis,  the  more  firm  and  per- 
manent is  his  -credit.  A  perfect  conviction 
that  an  individual  has  more  property  than 
debts  can  be  effected  only  by  an  open  difclo- 
fure  of  the  flate  of  his  affairs.  The  opinion 
that  he  is  able  to  pay  the  fum  he  owes,  out 
of  his  property,  refls  on  the  prefumption  that 
he  can  convert  his  flock  of  commodities,  as 
foon  as  required,  into  money.  The  fuppofi- 
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tion  that  having  property,  he  actually  will 
pay,  proceeds  partly  from  the  known  perfonal 
qualities  of  the  individual,  inclining  him  to 
the  performance  of  his  duty,  and  partly  from 
the  flrong  arm  of  the  law,  which  forces  every 
debtor  to  pay  as  long  as  he  is  able,  and  from 
the  ilrictnefs  with  which  that  law  is  enforced. 
All  thefe  eircumflances  combined,  afford  what 
is  called  fufficient  fecurity,  or  a  good  bails  for 
credit.  Security,  namely,  is  the  moral 
certainty  of  receiving  a  promifed  pay- 
ment at  the  appointed  time.  It  has  different 
degrees,  determined  by  and  proportionate 
to  the  degrees  of  credit.  The  highefl  degree 
of  fecurity  is  obtained  either  when  the  whole 
value  of  a  debt  is  entrufled  to  the  creditor 
in  fome  other  commodity,  with  the  right  to 
pay  himfelf  out  of  it,  in  cafe  of  need ;  or  when 
an  exclufive  right  is  granted  to  a  creditor  to 
take  his  payment  at  a  certain  given  time,  out 
of  a  commodity  of  the  debtor,  which  has  a 
permanent  larger  value  than  the  amount  of 
the  debt.  Such  is  the  fecurity  connected 
with  pledges  or  pawns,  mortgages,  bills  of  fale, 
or  any  other  alignment  of  a  part  or  the  whole 
of  the  debtor's  property.  A  credit  founded 
merely  on  the  general  opinion  that  the  debtor 
has  the  power  and  the  inclination  to  pay, 
affords  a  lower  degree  of  fecurity.  It  is 
called  perfonal  fecurity,  in  oppofition  to  the 
Y  former 
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former,  which  may  be  denominated  real  fecu- 
rity.  A  debtor  who  employs  the  borrowed 
capital  in  productive  labour,  who  has  dif- 
played  great  ability  and  prudence  in  the 
management  of  his  affairs,  and  has  long  been 
known  for  his  good  faith,  probity,  and  punc- 
tuality, enjoys  a  great  degree  of  perfonal 
credit.  Confidence  in  the  power  and  incli- 
nation to  pay,  conftitutes,  with  regard  to 
private  debtors,  private  credit ;  with  regard 
to  the  flate,  it  is  called  public  credit.  Both 
are  built  upon  fimilar  principles. 

No  trade  of  any  importance  can  be  carried 
on  without  credit.  It  is  iinpoffible  that  all 
exchanges  of  goods  ihould  be  inflantly  effect- 
ed on  the  fpot.  The  moment  an  individual 
obtains  a  commodity  without  giving  an  imme- 
diate equivalent  for  it,  he  becomes  a  debtor,, 
and  requires  credit.  There  are  befides  fa 
many  reafons  which  eflablifh  a  confidence 
that  the  perfons  to  whom  we  trufl  our  com- 
modities will  not  deny  us  the  proper  equiva- 
lent, that  credit  is  foon  obtained,  and  where 
there  is  credit,  exchanges  are  uncommonly 
facilitated.  Credit  even  increafes  the  wealth 
of  a  nation  in  an  incredible  degree.  It 
affords  the  means  of  avoiding  payments  in 
coin,  and  creates  cheap  fubflitutes  to  metallic 
money. 

CHAP. 
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CHAP.  IX. 

Of  the  Means  to  avoid  paying  in  Coin. 

f  N  countries  where  commerce  is  flouriming, 
-*•  merchants  have  frequent  dealings  with 
each  other,  and  confequently  frequent  pay- 
ments to  make  and  to  receive.  Were  they 
obliged  to  perform  them  in  coin  much  time 
would  be  wafted.  The  inflant  confidence  is 
eftablifhed  between  them,  they  refort  to  the 
expedient  of  noting  {imply  what  they  have 
to  pay  to,  or  to  demand  of,  each  other,  and 
they  fettle  their  accounts  at  the  end  of  a  certain 
period,  by  paying  the  balance  that  may  be 
due.  Thus  an  immenfe  number  of  payments 
is  avoided  among  commercial  men,  of  the 
fame  or  of  different  places ;  bufinefs  is  tran£ 
acted  with  lefs  metallic  money,  and  the  coin 
does  not  fuffer  from  its  too  frequent  circu- 
lation. But  the  eftablilhment  of  a  bank 
affords  Hill  greater  facilities.  In  that  cafe 
the  merchants  depoiit  the  metallic  money, 
which  they  would  be  obliged  to  keep  in  their 
own  houfes  to  meet  the  demands  of  their 
creditors,  in  a  certain  building  called  a  bank, 
and  get  their  mutual  payments  noted  on  the 
y  2  Debtor 
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debtor  and  creditor  fide  of  their  refpe6live 
accounts.  When  the  metallic  money  that 
has  been  depofited  a&ually  remains  in  the 
bank,  the  greateft  poffible  fecurity  is  obtained, 
and  credit  is  only  fo  far  concerned,  as  the 
keeping  of  the  money  and  noting  of  the 
payments  mufl  be  entrufted  to  a  few  indi^ 
viduals.  Every  creditor  receives  his  payment 
really  in  money,  fince  it  is  added  to  his 
depofit  from  the  depofit  of  his  debtor,  and 
that  which  formerly  belonged  to  the  latter, 
is,  by  this  addition  to  the  creditor  fide  of 
his  account,  acknowledged  to  be  his.  When 
part  of  the  depoiited  capital  is  expended 
and  employed  for  other  purpofes,  the  eflates 
or  effects  which  are  mortgaged  or  pawned 
for  the  money  expended,  conflitute  alfo  a 
good  fecurity.  When  thefe  effects  are  of 
fuch  a  kind  that  they  may  almofl  inflantly, 
or  in  a  very  ihort  time,  be  re-converted  into 
ready  money,  this  fecurity  is  not  impaired : 
but  when  they  are  of  fuch  a  nature,  that  the 
money  cannot  be  had  on  demand,  or  at  a 
fhort  notice,  the  fecurity  is  diminifhed. 
Though  it  would  not  expofe  the  bank  to  any 
embarr ailments  in  ordinary  times,  it  yet 
might  prevent  the  due  performance  of  its 
engagements  in  times  of  difficulty,  when 
much  money  is  withdrawn  at  once,  fuch 

effects 
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effects    not    admitting  of   an   inftantaneous 
realization. 

The  principal  advantages  which  accrue  to 
a  commercial  nation  from  fuch  a  depofit  bank 
are,  that  their  money  is  fecurely  houfed,  and 
that,  betides  relieving  them  of  the  trouble 
of  counting,  weighing,  trying,  comparing 
different  pieces  of  coin,  it  renders  errors  in 
payments  next  to  impoflible,  and  faves,  along 
with  the  coining  expences,  whatever  the 
coin  might  have  loft  by  fric"lion  in  being  cir- 
culated, under  the  fuppofition,  namely,  that 
the  depofited  fums  are  left  undifturbed. 
When  the  bank  lends  part  of  the  money  upon 
proper  fecurities,  it  multiplies  the  means  of 
payment  by  the  fum  lent  to  the  borrowers, 
without  entailing  any  expences  of  coinage 
upon  the  nation.  The  credit  obtained  with 
the  bank,  by  the  actual  depofit,  forms  one 
fum,  and  that  lent  out  conftitutes  another. 
And  whatever  contributes  to  protect  the 
actual  depoiits  againft  external  violence,  to 
leave  them  religioufly  untouched  for  any 
other  purpofe,  were  it  even  a  public  one, 
and  to  facilitate  the  admittance  of  thofe  who 
have  depofited  their  money  in  the  bank,  to 
infpect  its  accounts  at  any  time,  tends  to 
increafe  the  fecurity  of  fuch  a,  bank. 

Y  3  As 
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As  there  are  commercial  connections 
between  different  countries,  merchants  have 
often  payments  to  make  at  a  great  diftance 
from  home.  To  avoid  remittances  in  coin, 
bills  of  exchange  have  been  contrived,  by 
which  the  means  of  payment  are  at  the  fame 
time  coniiderably  multiplied. 

Orders  for  the  receipt  of  a  commodity  are 
written  powers  of  attorney,  given  by  one  indi- 
vidual to  another,  to  get  money  or  goods 
delivered  to  him  by  a  third.  It  is  of  the 
utmoft  convenience  to  diftant  debtors  and 
creditors  to  exchange  their  debts  to,  and 
demands  againfl,  each  other  by  means  of 
fuch  orders,  fo  that  every  one  may  receive  of, 
or  pay  to,  his  neighbour  what  he  has  to 
receive  or  to  pay  at  a  diftance.  That  kind  of 
order  by  which  fuch  an  exchange  of  debtor 
and  creditor  is  effected,  is  called  a  bill  of 
exchange  ;  or  a  bill  of  exchange  is  an  order 
for  the  receipt  of  a  given  fum  of  money  in 
a  foreign  country.  By  means  of  fuch  bills  of 
exchange,  the  debts  of  a  country  may  be 
compenfated  with  its  demands  upon  the 
country  to  which  it  is  indebted,  and  fo  much 
metallic  money  only  needs  to  be  remitted  as 
its  debt  is  exceeded  by  the  amount  of  its 
demands.  A  country  that  is  indebted  to  . 

another. 
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another,  upon  which  it  has  neither  direct  nor 
indirect  demand,  cannot  pay  its  debt  in 
bills  of  exchange. 

The  principal  advantages  refulting  from 
bills  of  exchange  is,  that  they  fave  money 
by  diminiming  the  expences  attending  re- 
mittances in  coin,  and  by  preventing  the  rifk 
of  the  money  being  loft  during  its  convey* 
ance,  and  that  they  make  credit  fupply  for  a 
while  the  place  of  coin,  great  fums  being  thus 
fettled  without  any  intervention  of  money* 
This  laft  advantage  is  considerably  increafed 
through  the  endorfing  of  bills  of  exchange. 
As  they  are  payable  only  after  a  certain  length 
of  time,  they  may  be  employed  feveral  times, 
from  the  day  they  are  drawn  to  that  on 
which  they  are  due,  as  mediums  of  payment, 
and  thus  fupply  the  place  of  ready  money, 
This  is  done  by  an  endorfement  on  the  back 
of  the  bill,  or  the  repeated  ceffion  of  the 
lawful  claim  to  the  payment  promifed  in  the 
bill  of  exchange.  Even  when  a  bill  ferves 
only  as  a  pledge,  and  procures  the  holder 
ready  cam  by  means  of  its  being  difcounted, 
it  fupplies  the  place  of  real  money  by  mere 
credit,  and  affords  uncommon  facility  to 
commercial  tranfaetions.  Bills  of  exhange, 
however,  derive  their  validity  .only  from  the 
jnoney  which  they  promife  to  pay,  and  from 
Y  4  the 
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the  certainty  that  it  will  really  be  paid  at  the 
time  fixed  in  the  Bill.  In  proportion  as  the 
confidence  that  the  payment  is  fure  to  take 
place  at  the  appointed  time  abates  or  ceafes, 
the  validity  of  fuch  bills  is  weakened  or 
deftroyed.  It  is  therefore  moil  folid  when 
the  bills  have  their  foundation  in  a  real  com- 
mercial debt,  and  a  real  commercial  demand. 
When,  namely,  a  merchant  has  got  merchan- 
dize of  another,  the  receiver  of  that  merr 
chandize,  as  debtor,  has  at  the  fame  time 
means  (the  goods  themfelves)  on  which  a 
hope  is  reasonably  built  that  he  will  be  able 
to  pay  his  debt,  and  the  feller,  as  creditor, 
has  actually  a  real  demand  upon  him.  Good 
bills  of  exchange  reft  on  this  folid  founda- 
tion. The  credit  of  accommodation  bills, 
that  is  to  fay,  fuch  as  are  drawn  upon  indi- 
viduals who  owe  nothing,  and  accepted 
merely  upon  the  ftrength  of  the  credit  of  the 
drawer,  and  not  for  any  goods  received,  is  a 
bare  perfonal  fecurity  ;  they  are  mafked  com- 
mon  notes  of  hand  or  promirTory  notes. 
They  afford  means  of  borrowing  for  a  time 
in  a  covered  way  upon  a  fictitious  credit  by 
being  difcounted.  They  too  fave  the  ufe  of 
coin  :  but  as  they  do  not  reft  on  any  firm 
foundation,  they  frequently  occafion  loffes 
widely  exceeding  the  benefit  they  may 
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chance  to  yield.  They  promote  the  private 
advantage  of  an  individual  at  the  rifk  of  the 
property  of  others,  and  mufl  therefore  be 
fpurned  as  a  dangerous  abufe  of  the  credit 
attached  to  good  bills  of  exchange. 


CHAR 
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CHAP.  X. 

Of  cheap  Sub/litutes  for  Coin. 

HPHE  incitement  to  do  without  the  pre- 
-*•    cious  metals,  and  to  find  a  cheap  fubfti- 
tute  for  real  money,  is  fo  great,  that  individuals 
entrufled   with    fupreme    power    have    fre- 
quently fuffered  themfelves  to  be  betrayed 
into  the   dangerous   practice   of  circulating 
coin  at  a  higher  value  than  it  contains  in 
metal.     The  expenditure  of  the  ftate  being 
generally     confiderable,     governments     can 
make  thofe  to  whom  they  have  to  pay    ac- 
cept of  their  money  at  a  higher  value,  by 
taking  it  back  again  at  the  fame  value.     The 
money  in  that  cafe  circulates  at  this  fuperior 
value  upon  the  credit  of  the  flate,  or  in  the 
confidence   that    government  takes  it  back 
again  at .  the  fame  value.     But  when  either 
this  confidence  is  weakened  or  fhaken,  or  when 
the  money  is  paid  to  thofe  who  have  neither 
dire6t    nor    indirect    bufinefs    with   govern- 
ment, fuch  a  debafed  coin  cannot  be  circu- 
lated at  a  higher  than  its  intrinfic  or  metallic 
value,  or  at  leail  only  as  far  as  the  monopoly 
of  coining  veiled   in  the  government,  con- 
3  joined 
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joined  with  its  power,  can  enforce  its  circu- 
lation.    The  lofs  to  thofe  who  are  obliged  to 
take  it  at  a  higher  currency  is  evident.     A 
coin  thus  artifically  raifed  beyond  its  value, 
is  properly  nothing  but  a  metallic  draught 
upon  government,  and  is  worth  only  as  much 
above  its  intriniic  value,  as  the  confidence 
in   the   good  faith   of  government  warrants 
the  hope  that  it  will  be  paid  in  full.     To  keep 
up  the  validity  of  fuch  coins  governments 
ought  to    eilablifli   offices  provided  with   a 
iufficient  flock  of  the  finer  metals  uncoined, 
where  every  one  that  requefls  it  might  at  any 
time  receive   the   full  value   at  which  fuch 
bafe  coin   is   circulated.      All  that   can   be 
done  with  any  degree  of  fafety  is  to  circulate 
an    inconfiderable    part    of  the   lefler   coin 
called  fmall   change,   at  a   higher   than   its 
intrinfic  metallic  value,  fo  as  not  to  exceed 
the  interior  circulation  of  the  country.      But 
even  in  this  cafe  the  faving  of  the  finer  metal 
is  very  trifling,  and  the  profit  of  government 
is  more  than  overbalanced  by  the  lofs  which 
accrues  to  the  country  at  large.     If  there  be 
too  much  of  fuch  fmall  change  circulated,  it 
is  not  only  troublefome  but  liable  to  pay  an 
agio,  which  is  fo  much  loft  to  the  country. 
Its  little  intrinfic  value  and  indifferent  coin, 
age  offer  befides  an  encouragement  to  falfe 

coiners 
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coiners  to  inundate  the  country  with  an 
adulterated  coin.  All  thefe  inconveniencies 
have  lately  been  experienced  in  Pruffia, 
where  the  fmall  change  of  the  country  con- 
filled  chiefly  in  pretended  filver  fix-penny 
pieces,  equal  to  three-farthings  flerling, 
which,  the  moment  the  invading  French  army 
advanced  to  Berlin,  were  no  longer  received 
but  at  their  real  value  of  one  halfpenny 
flerling.  The  nation  thus  fuffered  a  lofs  of 
better  than  33  per  cent,  upon  the  greateft 
part  of  its  circulating  capital.  Small  change 
of  that  kind  is  fomething  thrown  into  gene- 
ral circulation  by  great  manufacturers  and 
merchants  of  known  liability.  Like  the 
bills  of  exchange  drawn  by  commercial 
houfes,  fuch  coins  pafs  current  as  long  as 
the  opinion  prevails  that  they  will  at  any 
time  be  taken  back  by  the  iffuers  at  the  full 
value  at  which  they  are  hTued.  They  can 
only  be  confidered  in  the  light  of  checques, 
orders,  or  tokens,  and  not  as  the  actual 
value  to  the  receipt  of  which  they  authorize 
the  bearer.  As  mere  expedients  dictated 
by  neceffity  they  are  not  entitled  to  much 
commendation. 

Bank  notes  are  a  much  cheaper  liibftituto 
for  gold  and  filver  than  any  bafe  fmall  change. 
As  it  is  not  always  material  to  receive  me- 
tallic 
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tallic  money,  provided  there  be  an  abfolute 
certainty  that  it  may  be  had  at  any  time,  a 
promife  given  to  that  efFe6l  in  a  note  of  hand 
is  as  good  a  payment  as  coin,  when  the  pub* 
lie  at  large  is  convinced  that  the  inilant  me- 
tallic money  chances  to  be  more  ufeful  it  may 
be  obtained  in  exchange  for  the  note.     This 
confidence,  this  conviction,  that  the  coin  may 
be  had  at  any  time,  proceeds  chiefly  from  the 
principles    upon    which    public     banks    are 
formed.     Individuals  who  jointly  eflablifh  a 
bank,  ifiuing  notes,  muil  be  poffeffed  of  ca- 
pitals fufficiently  large,  to  infpire  the  confi- 
dence that  they  will  confcientioufly  perform 
their  pecuniary  engagements.      Their  notes 
reprefent  a  certain  proportion  of  the  current 
coin  of  the  country,  and  they  engage  to  give 
that    proportion   of   coin    in   full    for   them 
whenever  their  notes  are  offered  to  the  Bank. 
In   a   depoiit  bank,    the   coin    depofited  is 
placed  to  the  credit  of  his  owner  ;   in  a  bank 
ifiuing  notes,  the  amount  of  the  fum  depofited 
is  immediately  paid  in  notes,  promifing  to  pay 
the   bearer  of   any  fuch   note,   on   demand, 
the  fum  expreffed  in  the  fame,  in  metallic 
money;   which    may   eafily  be    done    at  all 
times,  if  the  coin  depofited  be  actually  kept 
in  the  bank.     Such  bank  notes  are  therefore 
much  more  convenient  than  the  proceedings 

of 
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of  a  depofit  bank  :  they  fave  the  trouble  of 
keeping  the  accounts  of  the  different  indivi- 
duals who  lodge  their  money  in  the  bank, 
and  enable  them  to  pay  diftant  creditors,  or 
any  one  who  has  no  account  with  the  bank. 

A  certain  quantity  of  money  to  facilitate 
the  purchafe  and  fale  of  commodities,  is  as 
much  wanted  in  every  nation  as  the  commo- 
dities themfelves.  A  feller,  however,  is  not 
fo  much  intereiled  in  receiving  ready  money 
for  his  merchandize,  as  he  is  in  being  enabled 
to  pay  thofe  to  whom  he  is  indebted.  The 
bank  note  gives  him  that  power  ;  the  indivi- 
dual to  whom  he  transfers  it  may  get  coin  for 
it  whenever  he  likes ;  and  many  fellers  or 
traders,  being  of  the  fame  way  of  thinking, 
the  fame  bank  note  may,  for  a  great  length 
of  time,  fupply  the  place  of  the  coin  which  it 
promifes  to  pay  to  the  bearer,  and  be  circu- 
lated in  its  Head,  until  fome  one  has  oc- 
caiion  to  carry  it  to  the  bank  to  exchange  it 
for  coin.  Bank  notes  are,  in  fa6t,  more  con- 
venient than  coin  ;  they  facilitate  large  pay- 
ments, are  ealily  conveyed  or  carried  about, 
and  accomplim  every  purpofe  of  money  as  far 
as  their  credit  goes.  They  are  particularly 
acceptable  in  a  country  that  has  large  com- 
mercial dealings,  and  whofe  merchants  enjoy 
high  credit.  In  fuch  a  country  few  are  returned 

to 
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to  the  bank  to  be  exchanged  for  coin.  The  me- 
tallic money  which  has  originally  been  depo- 
lited  for  them  being  locked  up  in  flrong  chefls, 
the  bank,  as  foon  as  it  perceives  that  a  great 
quantity  of  its  notes  remain  in  circulation, 
and  that  it  requires  only  a  fmall  amount  of 
coin  to  take  up  the  few  which  are  returned, 
may,  without  danger,  iffue  more  notes  than  its 
depofits  amount  to.     It  may  either  lend  the 
furplus  of  its  hard  cafh  upon  good  fecurity, 
and  make  advantageous  purchafes,  or  it  may 
increafe  its  notes  beyond  the  value  of  its  coin, 
and  pay  them  away  by  difcounting  good  bills 
of  exchange.     When  the  iffiie  of  notes  does 
not  exceed  the  real  flock  of  hard  cafh  in  the 
bank,  it  faves  only  the  expences  of  coinage, 
notes  of  paper  being  cheaper  than  the  coining 
of  metal,  and  preventing  the  deterioration  of 
the  coin  by  friclion.     But  if  with  a  third, 
for  inilance,  of  the   ready   cafh   which  the 
bank  has  got,  it  engages  in  bufmefs,  it  in- 
creafes  the  medium  of  exchange  in  the  fame 
proportion,  at  a  trifling  expence  ;   and  if  it 
ifTues  a  third  more  notes  than  its  remaining 
flock  of  hard  cafh  amounts  to,  the  mafs  of  the 
circulating   money    capital    is    increafed  by 
another  third,  through  the  credit  of  the  bank. 
Suppofing  the  nation  has  a6lually   occafion 
for  all  this  money,  it  is  obvious  that  it  would 

have 
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have  been  under  the  neceffity  of  purchaiing 
with  labour,  or  the  produce  of  its  labour,  two- 
thirds  more   of  the  precious  metals,  which 
circulate  as  coin  in  the  country,  whilfl  their 
amount  is  completely  fupplied  by  the  bank 
notes.      This    fum    of   labour,    or  produce 
of  labour,  deducling   the   little   which    the 
manufacture  of  the  bank   notes   coils,  may 
now  be  either  confumed,  or  employed  in  the 
re-production  of  ufeful  commodities.     Money 
is  the  engine  which  effects  circulation  and 
the  production  of  commodities.    Whatever  is 
faved  in  the  coft  of  the  engine  helps  to  in- 
creafe  the  produce  of  the  country,  and  leaves 
a  larger  ihare  to  every  one  of  its  inhabitants. 
When  once  the  bank  notes  are  generally  pre- 
ferred to  hard  cam,  a  part  of  the  coin  being 
fuperfluous,  grows    cheaper    than    in    other 
countries,  wrhere  no  bank  notes  fupply  the 
place  of  metallic  money,  and  is  confequently 
exported  againfl  commodities,  which  afford 
an  equivalent  fo  much  the  more  profitable,  as 
they  either    fupply  neceffary   w^ants,   afford 
new  enjoyments,   or  procure  frefh   employ- 
ment to  the  induflry  of  the  nation. 

To  infure  all    thefe   eminent  advantages, 

banks  muft,  however,  obferve  certain  rules, 

which  they  can  never  violate  without  danger. 

2  i.  The 
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1.  The  quantity  of  notes  which  a  national 
bank  may  ifTue  with  profit  to  the  country 
muil  be  regulated  by  the  number  of  payments 
to  which  they  can  be  readily  applied  ;    con- 
fequently  it  can  never  exceed  the  amount  of 
the  money  wanted  for  payments   at  home. 
How  much  of  this  may  be  fupplied  by  notes 
depends  on  the  credit  of  the  bank,  and  on 
the    particular    cuftoms    and    habits   of  the 
nation. 

2.  The  bank  rnufl  keep  the  value  of  its 
notes  conflantly  at  par  with  the  national  coin, 
by  giving  at  all  times  hard  cam  for  them  in 
full  on  demand  ;  it  muft  therefore  be  always 
provided  with  fuch  a  flock  of  coin,   that  it 
may  never  incur  the  neceffity  of  avoiding  or 
delaying  taking  up  its  notes  when  prefented, 
which  would  inflantly  caufe  them  to  be  at  a 
difcount. 

3.  The  bank  ought  to  lend  on  fuch  fecu- 
rities  only  as  may  be  redeemed   in  a  very 
Ihort  time,   or  immediately   converted  into 
money  ;  or  rather  it  ought  never  to  part  with 
any  of  its  notes  but  againft  their  full  value. 
Its  notes  being  on  demand,  the  bank  would 
be  beft  fecured   againfl   all   embarrarTments 
if  it  lent  only  upon  good  bills  at  fight.     As 
this,  however,  would  be  perfectly  nugatory, 
and  can  never  be  the  cafe,  and  as  the  bank 

z  may 
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may  calculate  the  probable  demands  coming 
upon  it  in  a  given  time,  it  rilks  little  in  dil- 
cpunting  bills  of  a  fhort  date,  provided  there 
be  not  frefh  bills  drawn  to  take  them  up. 
The  pernicious  practice  of  drawing  and  re- 
drawing  accommodation-bills  between  com- 
mercial houfes  of  little  property,  ought  to  be 
efpecially  guarded  againfl.  The  bank  may 
alfo  lend  on  pledges,  which,  after  the  term 
of  their  redemption  is  elapfed,  may  inflantly 
be  converted  into  money :  but  it  ought  never 
to  lend  its  notes  on  mortgages,  or  any  fecu- 
rity  which  cannot  be  thus  converted  in  a 
very  fhort  time.  How  great  foever  the  value 
of  mortgages  may  be,  they  cannot  anfwer  any 
immediate  demand. 

Paper  money  differs  from  bank  notes.  It 
refls  upon  the  mere  credit  of  government, 
whilfl  a  bank  is  necefTarily  pofTefTed  of  a 
known  capital,  to  which  every  holder  of  its 
notes  has  a  legal  claim  in  proportion  to  their 
amount.  The  inflant  government  commands 
bank  notes  to  be  received  upon  the  flrength 
of  its  own  credit,  they  become  paper  money. 
When  any  government  circulates  paper  in. 
flead  of  gold  and  filver,  it  either  promifes  to 
give  hard  cam  for  it  on  demand,  or  at  leaft  to 
redeem  it  at  the  end  of  a  certain  time.  If, 
in  the  firfl  inflance,  government  is  punctual 

in 


CH.  X.   OF   CHEAP   SUBSTITUTES   FOR   COIN.    339 

in  the  performance  of  its  engagements,  or,  at 
lead,  conflantly  attentive  to  keep  the  paper 
within  fuch  bounds  that  its  quantity  does  not 
exceed  the  wants  of  the  country,  paper 
money  is  affimilated  to  bank  notes,  and  muil 
be  fubjected  to  the  fame  limitations  and  re* 
ilri6lions.  In  the  fecond  cafe,  when  the 
credit  of  government  is  good,  the  promife  of 
a  future  redemption  is  generally  confided  in, 
and  the  paper  approximates  the  value  of  coin 
in  proportion  to  the  extent  of  this  confidence, 
provided  it  does  not  exceed  the  amount 
wanted  in  circulation.  Even  when  the  credit 
of  government  is  not  very  great,  its  paper  has 
flill  fome  value  as  long  as  taxes  and  debts  may 
legally  be  paid  with  it.  In  Ihort  it  will  main- 
tain fome  degree  of  credit  as  long  as  there  is 
any  hope  left  that  the  holders  may  recover 
its  value  at  fome  future  time:  but  the  inflant 
this  hope  vanimes,  paper  money  finks  to 
nothing  in  fpite  of  any  violent  efforts  to 
uphold  it.  The  lamentable  hiftory  of  the 
French  afiignats  has  fully  exemplified  the 
foundnefs  of  thefe  principles. 

Shares  in  great  national  undertakings,  in 
folid  commercial  enterprizes,  or  in  the  pub- 
lic funds,  called  Hocks,  may  alfo  be  ufed  as 
mediums  of  payment,  or  fubftitutes  for  coin, 
z  2  A  coun- 
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A  country  where  (hares  of  that  kind  may  be 
fold  at  tolerably  regular  or  fleady  prices, 
wants  lefs  ready  money  for  its  exchanges,  or 
a  imaller  money  capital,  than  a  country  which 
is  deprived  of  fuch  auxiliary  means. 


BOOK  IV. 

OF  THE  CONSUMPTION  OF  THE  WEALTH  OF 
NATIONS. 

CHAPTER   I. 

Of  the  different  Kinds  of  Confumption. 

TO  confume  is  to  deflroy  the  utility  or  value 
of  things  either  entirely  or  in  part.  It 
is  the  oppoiite  of  production  which  is  giving 
value  to  a  thing.  Confumption  is  no  more  an 
annihilation  than  production  is  a  creation. 
Some  things  are  confumed  flowly,  others 
quickly;  fome  at  once,  others  by  parts. 
Even  time  and  labour  may  be  walled.  Some 
confumption  is  the  effect  of  chance,  fome  is 
intentional.  One  is  effected  by  nature ;  the 
other  at  the  will  of  men.  A  capital  may  be 
confumed.  Landed  eflates  cannot  be  fub- 
flantially  confumed ;  yet  they  may  be  dete- 
riorated; their  improvements,  their  ufeful 
properties  may  be  loft,  Confumption  can  as 
little  be  meafured  by  quantity  as  production. 
It  muft  be  eftimated  only  by  its  effect  upon 
the  quality  of  things,  it  is  a  definition  of  their 
value.  The  lofs  arifing  from  confumption  is 
z  3  felt, 
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felt,  firft  by  the  owner  of  the  commodity  con- 
fumed  ;  yet  it  always  is  a  lofs  to  the  com- 
munity at  large  ;  the  wealth  of  the  nation  is 
the  wealth  of  its  individual  members. 

When  a  commodity  is  purchafed  with  the 
view  to  have  it  confumed,  the  mere  purchafe 
does  not  effect  this  confumption,  fince  an  equi- 
valent is  obtained  for  the  commodity  that  has 
been  parted  with.  The  purchafer  is  as  rich 
after  his  purchafe  as  he  was  before,  and  fre- 
quently richer,  namely,  when  he  has  made  a 
good  purchafe.  It  is  only  through  the  actual 
confumption  of  the  purchafed  commodity  that 
his  flock  is  diminiihed.  It  is  not  buying,  but 
confuming  that  makes  poor.  To  purchafe 
with  the  view  to  confume,  is  called  to  fpend, 
or  fpending  may  be  faid  to  confift  in  difburf. 
ing  money  for  things  deilined  to  be  confumed. 
When  a  commodity  is  acquired  without  pur- 
chafe, or  without  giving  an  equivalent  for  it, 
the  former  poffeffor  is  fo  much  the  poorer  for 
it,  or  a  lofer :  but  the  nation  lofes  nothing. 
What  one  individual  had  before,  is  gone  over 
to  another.  Whether  the  nation  is  ultimately 
a  fufferer  by  fuch  a  transfer  depends  on  the 
ufe  which  the  new  poffeifor  makes  of  the 
commodity. 

Confumption  may  be  effected  by  nature,  by 
individuals,  or  by  the  aggregate  of  the  mem- 
bers 
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bers  of  a  nation,  and  is  accordingly  called 
natural,  private,  or  public.  But  there  are  dif- 
ferent kinds  of  confumption  in  general,  which 
muft  firfl  be  inveftigated. 

A  confumption  which  procures  an  advantage 
to  its  author,  or  to  the  nation  at  large,  is  life- 
ful ;  that  which  procures  no  advantage,  is 
ufelefs.  Ufeful  confumption  may  be  con- 
fidered  as  a  lofs  which  is  compensated  by  a 
profit.  This  profit  confifls,  either  in  a  new 
component  part  of  wealth  which  fupplies  the 
place  of  the  confumed  one,  or  in  an  enjoy- 
ment afforded  to  one  or  more  individuals.  A 
confumption  by  which  another  commodity  is 
replaced,  may  be  called  productive.  That 
which  produces  nothing  in  lieu  of  the  com- 
modity confumed,  muft  be  denominated  un- 
productive, whether  it  be  ufeful  or  not. 

Reproductive  confumption  does  not  always 
reproduce  the  whole  value  of  the  commodity 
confumed;  it  is  more  or  lefs  reproductive. 
When  it  replaces  the  exa6l  value  of  the  com- 
modity confumed,  it  does  not  diminifh  the 
wealth  of  the  nation,  it  keeps  it  flationary. 
But  when  it  is  the  means  of  reproducing  a 
greater  value,  wealth  is  increafed,  and  in  that 
cafe  it  is  a  gainful,  profitable  confumption. 
Frequently,  however,  it  may  be  advantageous 
to  a  few  individuals  only,  and  not  to  the  com- 
z  4  m unity 
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munity  at  large  —  when,  namely,  the  value  of 
the  commodity  confumed  is  not  re-placed  by 
a  primitive  commodity,  but  by  another  co- 
extant  or  xpre-extant  commodity.  Such  a 
confumption  appears  re-productive,  without 
being  fo  in  reality ;  to  the  community  at 
large  it  is  unproductive. 

Unproductive,  and  at  the  fame  time  ufelefs, 
confumption  is  effected  partly  by  nature, 
whofe  deftructive  power,  which  no  human 
art  can  completely  counteract,  devours  a 
great  number  of  ufeful  commodities ;  and 
partly  by  man,  who  confumes  many  com- 
modities without  deriving  any  enjoyment  from 
his  confumption.  Unproductive,  but  at  the 
fame  time  ufeful  confumption  is  effected  by 
man  only.  Re-productive  confumption  is 
alfo  effected  partly  by  nature^  wrhich  in  its 
deflruction  frequently  produces  fomething 
frelh,  or  increafes  a  produce ;  and  partly  by 
man,  who  neceffarily  confumes  fomething, 
whilft  he  is  employed  in  producing  frefh 
commodities. 

Confumption  never  augments,  it  always 
dimmimes  wealth.  Yet  it  may  partly  be 
coniidered  as  the  condition  without  which  no 
new  produce  can  be  obtained.  It  is  on  that 
account  only  that  it  can  be  called  re-produc- 
tive. To  avoid  fuperfluous  confumption  is 

con- 
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conilantly  mofl  conducive  to  the  increafe  of 
wealth.  To  leffen  confumption  in  trades  or 
callings,  from  which  no  perfon  derives  any 
advantage,  or  to  dire6l  it  fo  that  it  may  afford 
fome  enjoyment,  is  a  mcfl  important  duty. 

In    every   confumption    neceffary   to    re- 
production, all  ufelefs  expences  ought  to  be 
avoided,  and  thofe  powers  employed  which 
confume  the  leaft  during  the  production  of 
commodities.     Whatever  is  faved  in  the  pro- 
du6tion  of  one  commodity,  may  be  applied 
to  that   of  another.      The    wafle   of  time, 
materials,  and  working  powers  in  producing 
a  certain  quantity  of  produce,  was  formerly 
much    more    coniiderable    than  it    is   now, 
especially  in  fome   manufactures.     The  far- 
ther thefe  favings  of  time  and  labour  are 
carried,  the  more  is  the  flock  of  ufeful  com- 
modities increafed,  in  proportion  to  what  its 
production  coils.     He  who,  in  producing  a 
commodity,  confumes  more  than  is  abfolutely 
neceffary,  diminimes  the  national  wealth  by 
all  that  he   might    have    faved  ;  and  if  this 
confumption  does  not  add  to  his  enjoyments, 
it  is  unprofitable.     He  who  fpends  more  than 
the  amount  of  the  produce,  for  the  fake  of 
which  his   money  is    fpent,    diminiflies    the 
wealth  of  the  nation,  as  much  as  the  Ipend- 
thrift  who  fatisfies  immoderate  defires.     The 

latter 
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latter  has  at  leail  fome  enjoyment,  the  former 
has  none.  To  pay  labourers  merely  for  the 
fake  of  occupying  them,  is  a  wafteful  pro- 
digality, whenever  their  employment  produces 
nothing  that  exceeds  the  value  of  their  wages. 
Neceffity  may  fometirnes  juftify  the  meafure  ; 
if  it  be  reforted  to,  for  inflance,  to  avoid  a 
greater  evil.  When  a  fall  of  the  price  of 
fome  manufactured  goods,  in  a  foreign  mar- 
ket, throws  many  labourers  out  of  employ,  it 
may  be  expedient  for  government  to  enable 
the  manufacturers  to  continue  felling  that 
commodity  for  a  time,  by  means  of  a  pre- 
mium, rather  than  feed  the  labourers  in 
idlenefs,  or  fuffer  them  to  be  reduced  to 
mendicity. 

In  that  fort  of  confumption  which  is  com- 
penfated  by  the  enjoyment  of  the  confumer, 
the  commodities  confumed  are  loft  to  the 
community  at  large,  but  they  anfwer  their 
end,  and  are  of  real  fervice,  though  they 
leave  no  freili  commodity  after  them.  Enjoy- 
ment is  the  object,  or  end  of  all  property. 
Riches  are  defired  merely  to  enjoy,  or  to 
procure  comforts  to  others,  which  is  indeed 
the  noblefl  fource  of  enjoyment.  The  deiire 
of  renewing  and  increaiing  wealth  proceeds 
from  the  wifh  to  be  able  to  repeat,  or  to 
increafe  our  enjoyments.  How  much  an 

indi- 
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individual  may  confume  for  the  fole  purpofe 
of  adding  to  his  enjoyments,   muil  be   left 
entirely  to  his  own  judgment.     Every  man 
is  the  befl  judge  of  the  lofs  and  gain  that 
accrues  to  him  out  of  his  individual  confump- 
tion  ;  it  is  regulated  by  his  tafte  and  by  his 
means.     But  whatever  commodities  may  be 
thus  confumed,  it  is  evident  that  they  muft 
have    been    gained    by  productive    powers. 
Hence    the   larger    the   furplus,    which    re- 
productive confumption  leaves  of  tiie  com- 
moditiesin  exiftence,  the  greater  the  quantity 
of  thofe  that  may  be  devoted  to  mere  enjoy- 
ment.    Indeed  a  great  part  of  re-produc~livQ 
confumption    is  alfo  compenfated   by  enjoy- 
ment ;    thofe   commodities,    namely,    which 
are   confumed   during    the   labour   of  man, 
afford  him  enjoyments  equal  or  fuperior  to 
thofe  of  the  idle  confumer,  though  he  fub- 
ilitutes  almoil  immediately  a  commodity  of 
higher  value.     That  confumption  only  mufl 
be  regarded  as  totally  unproductive  for  the 
nation,  which,  though   it  affords  enjoyment 
to  one  or  a  few  individuals,  is  replaced  by 
no    material   or  mental  benefit  to    fociety. 
When  fuch  unprodu6live  confumption  does 
not  exceed  the  annual  gain  of  the  nation, 
it    does   not   diminiih   its   wealth ;    when  it 
leaves  a  furplus,  the  national  wealth  is  in- 

creafed 
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creafed  in  fpite  of  that  confumption :  but  it 
can  never  go  beyond  the  furplus,  produced 
by  the  nation  above  the  previous  national 
capital,  without  injury  to  the  national  wealth* 
In  the  mean  time  it  is  obvious  that  a  nation 
is  fo  much  more  profperous,  the  fmaller  the 
proportion  of  the  unproductive  to  the  re- 
productive and  beneficial  confumption.  The 
happinefs  of  a  nation  is  the  greatefl,  when 
every  one  of  its  members  has  the  confciou£ 
nefs  of  a  variety  of  permanent  agreeable  fen- 
fations  ;  thefe  have  their  main  foundation  in 
the  abundant  and  regular  fupply  of  wants, 
and  in  the  fecurity  with  which  that  fupply  is 
enjoyed.  But  the  more  fome  members  of  the 
community  confume,  without  re-placing  the 
commodity  confumed  by  any  tangible  or 
mental  good,  the  more  is  the  flock  of  com- 
modities reduced  for  the  reft,  or  the  fmaller 
is  the  mare  they  obtain  of  the  very  produc- 
tions which  their  induflry  has  produced. 
There  is  no  danger  that,  by  encouraging 
re-productive  confumption  only  as  the  mofl 
profitable,  fo  much  will  be  produced  in  the 
end  that  no  individual  in  the  nation  will 
have  any  want  left  unfupplied,  and  that  pro- 
duction will  be  brought  to  a  fland.  An 
in  creafed  production  will  always  increafe 
the  number  of  productive  labourers,  whofe 

con- 
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confumption    increafes    with    their    wages ; 
whilft   the    augmented    furplus    of  produce 
augments,  of  courfe,  the  number  of  unpro- 
ductive confumers.    But  though  unproductive 
confumption  be  partly  neceffary  and  partly 
allowable,  its  effects  are   more  or  lefs  inju- 
rious at  times.    When  it  procures  an  important 
advantage  to  the  community,  as  the  main- 
tenance of  a  Handing  army,  it  is  conducive  to 
national  profperity.      When  it  fatisfies  real 
wants,  inherent  in  human  nature,  it  is  better 
than  that  unproductive    confumption  which 
fupplies  the  imaginary  wants  of  a  perverted 
fenfuality,  of  caprice  or  faihion,  &c.     That 
which  confumes  its  object  flowly,  is  in  general 
preferable  to  that  which  devours  it  rapidly. 
That  which    feails    long    on    one  and    the 
fame   object,  is  better  than    that  which   is 
unceaiingly  thiriling  after  fome  new  object. 
That  which  admits  of  partakers,  is  generally 
preferable  to  a  mere  individual  confumption. 
That  which  enjoys  commodities  of  fmall  value 
is   more   advantageous  than  a   confumption 
which  demands  commodities  of  high  value. 
And  that  confumption  lailly,  which  prefers  ob- 
jects of  home  manufacture,  is  more  favourable 
to  the  nation  than  that  which  requires  foreign 
commodities.     But  whatever  be  the  merits  or 
the  nature  of  unproductive  confumption,  it 

always 
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always  has  a  greater  tendency  to  diminifh 
the  wealth  of  the  nation  than  the  reproductive 
one,  and  can  never  be  patronized  without 
danger,  except  in  countries  where  production 
is  conftantly  progreffive. 

Nothing  can  be  more  extraordinary  than 
the  opinion  of  fome  political  philofophers, 
that  wealth  is  increafed  through  unproductive 
confumption.  They  fay,  "  whatever  is  con- 
"  fumed  mufl  have  been  previoufly  produced ; 
"  if  it  be  confumed  by  the  rich,  it  is  fure  to 
"  be  reproduced.  The  greater  the  confump- 
"  tion  of  the  rich,  the  more  productive 
"  powers  they  fet  in  motion,  and  the  more 
"  will  neceflarily  be  produced."  Confump- 
tion is,  with  thofe  philofophers,  the  meafure 
of  production  ;  and  as  production  enriches, 
confumption  mull  have  the  fame  effect,  the 
former  being  regulated  by  the  latter.  There 
is  fome  truth,  blended  with  many  fallacies, 
in  their  argument.  A  nation,  like  a  family, 
may  confume  the  exact  amount  of  its  annual 
income,  more  than  that  amount,  or  lefs.  If 
it  confumes  exactly  as  much  as  it  receives, 
the  nation  grows  neither  richer  nor  poorer  in 
the  courfe  of  the  year.  Yet  if  it  keeps  no 
furplus  it  is  in  imminent  danger  of  being  im- 
poverifhed;  as  population  is  progreffive,  the 
nation  is  fure  to  have  more  confumers  the 
4  following 
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following  year,  and  if  its  income  be  not  en- 
larged, the  nation,  it  is  true,  will  poffefs  as 
much  as  before,   but  a  greater  number  of 
confumers  mud  fhare  its  income  ;  and  if  the 
portion  of  every  individual   member  of  the 
community  is  curtailed,  furely  the  nation  is 
grown  poorer.     Beiides  in  a  nation,  as  in  a 
family,  it  can  never  be  accurately  afcertained 
beforehand  whether  there  may  not  be  fome- 
thing  more  wanted  the  next  year.  ,  Unforefeen 
accidents  may  entail  frefh  expences  upon  a 
nation,  as  upon  a  family.     To  confume  their 
refpective  annual  incomes  is  unwife  in  both; 
they  both  run  the  riik  of  retrograding.     If.  a 
nation  confumes  more  than  its  annual  income, 
it   diminimes   its   capital,   the  fource  of  its 
income,  which  mufl  of  courfe  go  on  decreafing 
from  year  to  year.     In  that  cafe  the  nation 
lofes,  i  ft,  the  profits  of  flock  which  that  part 
of  its  capital  which  it  is  forced  to  confume 
would  have  yielded ;  sdly,  the  wages  which 
the  labourers  would  have  derived  from  the 
employment  of  that  capital;  and  3dly,  the 
capital  itfelf,  which  of  courfe  can  no  longer 
produce  any  income.    It  is  true  that  there  mufl 
be  every  year  as  much  produce  as  is  really 
confumed :  but  in  the  prefent  inflance,  it  is 
flock  that  is  confumed  in  addition  to  the  pro- 
duce of  the  year.    This  flock  diminjfhes  every 

year, 
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year,  and  every  year  the  nation  finks  deeper 
into  mifery.     It  is  not  a  decreasing  confump- 
tion, it  is  the  diminifhed  production,  occa- 
fioned  by  an  increafmg   unproductive  con- 
fumption,  which  is  the  fource  of  that  mifery. 
It  is  only  when  a  nation  confumes  lefs  than 
its  annual  income  that  it  grows  richer  every 
year.     In  that  cafe  its  capitals  and  its  pro- 
ductive powers  increafe  with  the  increafed 
demand  for  its  produce.     The  fbirit  of  enter- 
prize  continually  difcovers  frefh  opportunities 
to  acquire,  and  to  augment  the  annual  income 
of  the  nation  or  the  means  of  its  annual  con- 
fumption.    Under  fuch  eircumftances,  a  more 
extenfive  unproductive  confumption  may  take 
place  with  impunity :    but  far   from   being 
the   caufe,   it  is  invariably  the   effect   of  a 
progreffive  national  profperity,  and  the  hap- 
pinefs  of  the  community  is  never  promoted 
by  an  inflantaneous  or  immediate  confumption 
of  its   increafed  income.      The   permanent 
intereil  of  a  country  requires,  on  the  contrary, 
that  part  of  this  annual  furplus  be  faved,  and 
converted  into  frefh   capitals,  or,   in   other 
words,  that  the  fources  of  wealth  be  progref- 
fively  multiplied.     When  the  favings  of  the 
rich  are  not  locked  up  in  ftrong  chefls,  but 
confumed  in  reprodu6live  labour,  they  flow 
into  the  hands  of  the  induflrious,  who  produce 

commodities, 
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commodities,  the  value  of  which  is  at  once  a 
new  incitement  to  induflry,  and  a  new  engine 
of  wealth. 

The  unproductive  confumption  of  a  rich 
man  may  maintain  a  number  of  individuals^ 
who  minifler  to  his  enjoyments :  but  the  ca- 
pital thus  fpent  difappears.  Were  a  part  of 
it  lent  to  an  undertaker,  or  did  the  owner 
himfelf  embark  a  part  of  it  in  ufeful  under- 
takings, it  would  probably  maintain  a  greater 
number  of  individuals  of  the  labouring  clafs, 
afford  the  owner  and  the  nation  an  additional 
income,  and  enable  him  to  increafe  this  in- 
come from  year  to  year,  his  capital  being 
continually  replaced  with  an  additional  profit. 
Whatever  the  idle  rich  pay  to  unproductive 
confumers,  who  merely  minifler  to  oflenta- 
tion,  is  completely  loft ;  it  is  not  replaced  by 
any  thing  ufeful.  What  they  pay  to  artifls, 
and  all  who  afford  them  rational  enjoyments, 
is,  no  doubt,  well  beflowed :  but  it  is  that 
part  of  their  income  only  which  is  converted 
into  capitals  employed  in  the  country  and 
going  over  to  productive  labourers,  that  in- 
creafes  the  national  income.  It  is  true,  that 
the  obje6l  of  wealth  is  enjoyment.  The  rich 
man  is  entitled  to  lead  a  more  agreeable  life 
than  the  poor  one ;  and  the  profpe6l  of  the 
latter  to  approximate,  at  fome  future  time, 
A  A  the 
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the  conveniencies,  pleafures,  comforts,  and 
enjoyments  of  the  former,  is  a  mod  powerful 
flimulant  to  the  exertion  of  his  ftrength  and 
powers.  The  defire  of  leading  a  more  agree- 
able life,  when  it  is  combined  with  the  effort 
to  increafe  one's  wealth,  and  does  not  outrun 
the  latter,  far  from  counteracting  the  progrefc 
five  increafe  of  the  national  income,  is  the 
wheel  that  fets  human  activity  and  induilry 
in  motion,  and  promotes  the  production  of 
wealth.  But  when  this  defire  degenerates 
into  a  paflion  to  confume,  without  thinking 
of  replacing  the  commodity  confumed,  it  Hops 
the  rotation  of  the  wheel,  and  impedes  the 
progrefs  of  a  nation  on  the  road  to  wealth. 
When  luxury  is  predominant,  it  operates  as  § 
bar  to  national  opulence. 


CHAP. 
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CHAR  IL 

Of  Luxury. 

T    UXURY  may  be  defined  the  a6l  of  in- 

-•— '  curring  expences,  with  the  fole  view  to 
appear  rich  (<?),  It  is  the  joint  offspring  of 
ambition  and  vanity.  It  feeks  its  glory  in 
fpending  much  in  the  fight  of  others.  It  is  fatis- 
fied  with  the  magnitude  of  the  fums  expended 
being  known,  without  caring  for  the  utility 

(f)  By  forae  writers  luxury  is  ufed  to  fignify  every  thing 
beyond  the  mere  necefTaries  of  life.  With  others  it  compre- 
hends chiefly  the  objects  of  the  fine  arts ;  and  with  others 
whatever  implies  effeminacy  of  manners.  Luxury  in  fact  is 
a  word  that  muft  vary  in  every  age  and  in  every  country  with 
the  progrefs  of  civilization  ;  it  is  not  a  pofitive,  but  a  com- 
parative term.  What  is  luxury  in  one  rank  of  life  is  not 
luxury  in  another,  and  the  luxuries  of  yefterday  become  the 
neceffaries  of  to-day.  No  general  or  permanent  definition 
therefore  can  be  precife.  Sumptuary  laws,  which  have  at- 
tempted to  define  luxuries,  have  always  been  abfurd  and  in- 
competent. On  this  fubject  common  opinion  is  the  only 
ftandard,  and  as  this  varies  with  circumftances,  fo  muft  the 
conduct  of  individuals.  In  every  rank  and  iituation  there  is 
a  certain  ftyle  in  living,  in  houfes,  equipage,  furniture,  which 
is  ufual  to  perfons  of  that  clafs.  Whoever  in  any  of  thefe 
things  vies  with  perfons  of  a  fuperior  ftation,  and  pafles  the 
bounds  of  his  rank  and  fortune,  may  be  juftly  accufed  of  be- 
ing  luxurious  and  extravagant.  EJgeivorth's  Effay  on  Pro- 
fefjional  Education. 

A  A   2  of 
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of  the  pur  chafed  commodities.  Its  object  is 
{how.  Provided  it  dazzles  the  beholders,  it 
cares  not  for  the  enjoyment  which  it  procures 
to  the  partakers  of  its  feafts  (#).  When  lux- 
ury is  fatisfied  with  home  productions,  its  mif- 
chievous  tendency  is  lefs  than  when  it  feeds 
upon  foreign  commodities ;  in  the  latter  in- 
flance  it  rewards  chiefly  foreign  induftry,  and 
the  capital  confumed  is  much  fooner  loft  to 
the  nation.  The  rapidity  with  which  it  dif- 
appears  proceeds  from  the  circumflance  that 
foreign  articles  are  generally  quickly  con- 
fumed,  or  expofed  to  be  thrown  away  as  ufe- 
lefs,  according  to  the  arbitrary  dictates  of 
fafhion.  Luxury  is  alfo  unneceflarily  deftruc- 
tive  in  its  confumption.  To  affume  the  bril- 
liant outiide  of  extenfive  affluence,  a  vail 
number  of  commodities  mull  be  confumed  at 
once,  without  affording  any  real  enjoyment ; 
and  thofe  who  are  admitted  to  the  feftive 


(g)  At  an  entertainment  given  by  the  Earl  of  Murray,  in 
Scotland,  to  the  Patriarch  of  Apuleia,  in  the  year  1544,  al- 
though he  had  good  ftore  of  filver  plate,  he  ordered  his  fide- 
board,  befide  the  plate,  to  be  furnifhed  with  Venetian  cryftal 
glafles,  and  gave  his  fervants  inftru&ions  to  overturn  it,  as  if 
by  accident,  in  the  midft  of  dinner.  The  noife  of  its  fall 
alarmed  the  company,  who  exprefled  their  regret  for  the  lofs  : 
but  the  Earl  making  no  account  of  it,  ordered  the  fideboard 
to  be  refurnifhed  with  ftill  finer  cryftal.  Hugo  Arnofs  Hif- 
tory  of  Edinburgh. 

board 
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board  would  probably  not  fare  worfe  if  part 
of  the  capital  wafted  in  idle  profuflon  were 
devoted  to  encourage  the  induftry  of  produc- 
tive labourers,  and  yielded  their  hoft  a  per- 
manent  rent,  which  would  be  an  addition  to 
the  income  of  the  nation.  The  rich  are  in- 
debted for  their  opulence  to  the  productive 
labourers  of  the  country,  of  whofe  produce 
they  obtain  fo  great  a  fhare.  When  luxury 
waftes  this  lhare,  nothing  returns  to  the  la- 
bourers but  the  former  capital,  for  which  they 
mufl  toil  again,  without  any  profpeet  of  better 
days.  And  mould  this  capital  experience  any 
diminution,  as  it  too  frequently  does,  from  the 
fatal  effects  of  heedlefs  luxury,  the  returns  to 
the  labourers  are  diminimed,  and  their  mifery 
increafed. 

A  ftrong  propenfity  to  luxury  is  always 
dangerous.  The  inordinate  defire  of  gain 
which  it  excites  rarely  fttbmits  to  the  flow  Qi) 
but  fafe  progrefs  of  productive  induftry  to- 
wards the  acquifition  of  wealth.  Cunning 
and  craft  offer  more  expeditious  means.  To 
ftrip  the  incautious  rich  of  their  property  by 
gambling  devices,  is  a  fhorter  road  to  opu- 
lence. Swindlers  and  fharpers  prey  upon  the 
unwary;  their  gains,  though  a  benefit  to  them- 

(b)  A  French  poet  fays:  "Let  mechants  font  toujovrs 
empreffes  de  jouir." 

A  A  3  felves, 
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felves,  are  a  lofs  to  the  nation.  The  latter  is 
deprived  of  capitals  which  might  have  been 
productively  employed.  The  example  of 
luxury  is  befides  contagious,  and  when  it 
fpreads  among  the  middling  clafles  of  a  na- 
tion, its  effects  are  particularly  fatal.  Nothing 
is  laid  by  for  future  contingencies.  Thofe 
who  have  no  means  of  accumulating  flock, 
but  by  fmall  favings,  wafte  alike  their  time 
and  their  money ;  and  a  general  prodigality 
has  a  far  greater  tendency  to  augment  the 
inequality  of  fortunes,  than  to  diminiih  it,  as 
fome  have  thought.  A  productive  employ- 
ment of  capital  is  always  of  more  ferviee  to 
the  poor  than  an  unproductive  confumption. 
When  the  advocates  of  luxury  lay  fo  great  a 
flrefs  upon  a  fmall  number  of  individuals 
being"  poflibly  benefitted  by  inconiiderate  pro- 
fufion,  they  forget  that  the  fame  furns  devoted 
to  the  produ6lion  of  ufeful  commodities  would 
have  fupported  a  greater  number  of  indivi- 
duals, and  that  their  value  would  ftill  be  ex- 
ifting.  The  appearance  of  opulence,  which 
luxury  afTumes,  is  of  fhort  duration ;  it  con- 
fumes  the  fources*  of  wealth,  and  entails  lafl- 
ing  inifery  upon  a  nation.  Such  at  leafl  are 
its  infallible  effeCls  in  countries  where  the 
national  income  flows  into  the  hands  of  a  few. 
There  inifery  the  moft  extreme  dwells,  near 
3  the 
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the  pompous  caftles  where  luxury  holds  its 
revels.  It  takes  from  three-fourths  of  the  in- 
habitants the  power  of  acquiring  wealth. 

But  when  luxury  is  the  effect  of  a  general 
and  increafing  profperity,  when  part  only  of 
the  furplus  which  remains  after  the  nation  has 
fupplied  all  its  wants,  paries  through  the  hands 
of  its  votaries,  it  may  ferve  to  ilimulate  the 
exertions  of  the  induftrious.  Yet  even  in 
countries  where  capitals  overflow,  the  excels 
of  luxury  ought  to  be  avoided.  Independent 
of  the  ruin  which  it  never  fails  to  entail  upon 
the  individuals  that  indulge  in  its  exceffes,  it 
introduces  too  eager  a  purfuit  after  money, 
and  tends  to  the  corruption  of  good  morals. 
Sumptuary  lawrs  are  ineffective  to  reprels 
luxury.  A  perfect  freedom  in  the  application 
and  ufe  of  all  kinds  of  property,  and  a  com- 
plete liberty  to  profit  by  every  opportunity  of 
acquiring  property  by  productive  induftry, 
are  the  beft  means  of  diffufing  the  habit  of 
laborious  exertion,  of  drawing  the  fortune  of 
wanton  fpend-thrifts  to  the  pockets  of  ufeful 
induftrious  people,  and  of  preventing  profli- 
gate idlenefs. 

Not  contented  with  defending  luxury,  fome 

philofophers  go  fo  far  as  to  praife  poverty. 

They  regard  it  as  the  moft  powerful  incentive 

to  profitable  induflry.     But  it  is  rather  the 

A  A  4  dread 
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dread  of  poverty  which  has  that  benign  in- 
fluence. The  man  who  bends  under  a  load 
of  mifery  has  little  inclination  to  labour.  Po- 
verty depreffes  the  mind,  enervates  the  body, 
and  deadens  the  energies  of  the  labourer. 
He  who  fees  that  his  labour  increafes  his  well- 
being,  returns  to  his  tafk  with  renovated  zeal. 
His  enjoyments  increafe  with  the  increafed 
produce  of  his  exertions,  and  the  greater  the 
number  of  new  comforts  with  which  he  gets 
acquainted,  the  more  he  feels  the  advantage 
and  the  neceffity  of  perfevering  with  re- 
doubled energy  in  his  induilrious  career. 

Prodigality  and  avarice  are  two  extremes 
in  the  confumption  of  commodities.  The  for- 
mer confumes  without  an  object ;  the  latter 
acquires  and  hords  without  an  object.  Eco- 
nomy is  a  wife,  prudent  confumption.  It 
fleers  the  middle  road  between  prodigality 
and  avarice.  It  is  not  only  a  moral  virtue,  it 
is  the  moft  beneficial  confumption,  as  it  con- 
flantly  exerts  itfelf  to  increafe  the  national 
wealth.  The  prodigal  and  the  mifer  deprive 
themfelves  alike  of  the  advantages  of  riches  ; 
the  former  by  destroying  the  fources  which 
would  have  enabled  him  permanently  to  in- 
dulge  in  a  moderate  mare  of  enjoyments,  and 
even  to  extend  them  ;  the  latter  by  denying 
himfelf  every  rational  enjoyment  which  thofe 

fources 
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fources  afford.  The  prodigal  is  more  beloved, 
the  mifer  more  hated.  Yet  the  mifer  is  more 
iifeful  to  the  community  at  large  (i).  The 
mifer  robs  himfelf  only.  If  he  accumulates 
capitals  and  lends  them  out,  or  employs  them 
in  ufeful  undertakings,  he  increafes  the  na- 
tional wealth.  The  prodigal  not  only  dries 
up  the  fources  of  wealth  for  himfelf;  he  alfo 
deprives  the  community  of  the  advantages 
which  thofe  fources  would  have  procured,  if 
they  had  been  preferved.  Every  Ipendthrift, 
who  runs  through  his  income,  deprives  many 
a  honeil  man  of  the  reward  of  his  labour.  If 
the  mifer  locks  up  his  money  in  a  llrong  cheft, 
without  employing  it  in  productive  undertak- 
ings, it  is  flill  ufed  after  his  death.  There  is 
only  one  inftance  in  which  the  mifer  does 
more  harm  to  a  nation  than  the  prodigal,  that 

(/)  "  L'cxamen  approfondi  du  genre  de  reproches  que  me- 
<«  ritent  les  avares  feroit  peut  £tre  une  queftion  nouvelle.  He 
««  accumulent  leurs  revenus  au  lieu  d'en  faire  un  emploi  fa* 
«  vorable  a  1'induftrie.  C'eft  un  delit  national.  Voila  ce 
"  qu'on  dit  communement.  Jugement  fevere  et  prononce 
*'  trop  legerement.  Un  homme  quelque  avare  qu'il  foit  ne 
"  fait  aucun  tort  politique  a  un  etat  s'il  prete  fon  argent,  s'il 
'*  le  met  en  circulation.  II  n'en  eft  pas  de  m£me  lorfque 
"  par  crainte  ou  par  d'autres  motifs  on  convertit  en  efpeces 
"  d'or  ou  d'argent  une  grande  portion  de  fa  fortune,  et  que 
"  Pon  garde  oifivement  ce  capital  dans  fes  coffres ;  mais 
*•  ces  fortes  de  manies  font  fort  rares.  On  en  eft  detourne 
«'  par  fon  interSt."  Manufer.  de  Nechr. 

2  is, 
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is,  when  he  buries  his  gold,  and  his  treafure  is 
never  difcovered.  Economy  confumes  no- 
thing without  a  reafonable  object.  It  care- 
fully compares  the  expenditure  with  the  re- 
ceipts ;  it  conliders  prefent  and  future  wants, 
is  prepared  for  contingencies,  and  is  enabled 
to  perform  acts  of  generofity.  The  largefl 
fortune  needs  the  wife  maxims  of  economy, 
the  moil  effential  of  which  is,  never  to  con- 
fume  the  whole  annual  income,  but  conftantly 
to  fave  part  of  it  for  unforefeen  occurrences. 


CHAR 
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CHAP.  IIL 

Of  the  Confumption  effefted  by  Nature* 

AN  immenfe  quantity  of  ufeful  produce  is 
fpoiled  by  nature,  and  rendered  abfo- 
lutely  ufelefs  to  man.  It  is  not  his  life 
alone  that  is  affailed  by  an  innumerable 
train  of  phyfical  evils ;  the  commodities 
which  he  grows  for  his  food,  and  others,  are 
liable  to  the  fame  attacks.  Earthquakes, 
thunderflorms,  hail,  and  inundations,  epide- 
mics, and  the  ravages  of  infecls,  often  prove 
definitive  enemies  to  the  labours  of  man ; 
whatever  he  can  fave  from  their  fury  is  a 
gain  to  the  nation.  Againft  many  of  thefe 
calamities  there  is  no  remedy ;  againfl  others 
individual  refiflance  is  too  feeble ;  they  re- 
quire the  united  efforts  of  an  induflrious 
people.  Holland  has  been  fecured  againfl 
inundations  by  its  dikes. 

But  the  confumption  of  nature  has  more 
frequently  the  mofl  beneficial  effects ;  by 
producing  more  than  it  confumes,  it  fets  the 
example  of  re-produ6live  confumption.  And 
here,  too,  human  attention  and  care  may  fave 
a  great  deal.  What  a  fuperfluity  of  feeds  are 

put 
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put  into  the  ground  (&)  !  What  a  number  of 
plants  ftifled  in  their  growth !  How  many  fruits 
are  fuffered  to  rot  on  trees,  for  want  of  due  dili- 
gence !  Many  more  wants,  in  fhort,  might  be 
fupplied,  did  man  abandon  lefs  to  the  deftruc- 
tion  of  nature  than  is  abfolutely  neceffary  for 
re-production.  Every  page  of  the  book  of 
nature  fills  us  with  an  awful  furprife  at  the 
wonderful  profufion  and  apparent  wafte  of 
feeds,  in  both  the  animal  and  vegetable  crea- 
tion. Millions  and  millions  of  plants  are 
killed  in  the  bud.  Myriads  of  acorns,  apple 
kernels,  cherry-ftones,  and  others  that  might 
have  been  as  many  trees,  perifh  on  the  ground. 
It  is  the  duty  of  man  to  leflen  this  con- 
fumption. 

(Z-)  Dr.  Richard  Worthington,  in  his  Addrefs  to  the 
Practical  Farmers  of  Great  Britain,  contends,  that  feven 
parts  in  eight  of  the  feed  fown  broad-caft  are  thrown  away  ; 
and  ftrenuoufly  recommends  fowing  the  corn  in  drills,  at  a 
fufficient  diftance  from  each  other,  to  admit  the  fubfequent 
ufe  of  the  horfe-hoe  between  them. 


CHAP. 
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CHAP.    IV. 

Of  private  Confumption. 

ALL  the  inhabitants  of  a  country,  without 
a  fingle  exception,  are  confumers :  but 
all  are  not  able  to  re-place  the  commodities 
they  confume  by  another  material  produce. 
Yet  it  may  be  reafonably  expected  of  all  that 
they  ihould  make   fome  return  either  foon 
after  their  confumption  or    at  fome   future 
time.      Confumers  may  therefore  be  divided 
into  productive  and  unproductive,  but  of  the 
latter  thofe  only  are  to  be  called  idle  con- 
fumers,  who  afford  no   advantage  whatever 
to  the  community  at  large.      It  is  true  that 
all  who  do  not  produce  commodities  of  ex- 
changeable value  get  of  others  what  they  con- 
fume  :  but  if  they  return  to  thofe  of  whom 
they  obtain  their  fupply,  a  benefit  of  equal 
value  though  it  be  an  immaterial  (mental) 
good,  their   confumption    accomplishes    the 
end  of  fociety.     Idle  confumers  on  the  con- 
trary impofe  a  burthen  proportionate  to  their 
number.    They  not  only  take  away  part  of  the 
income  of  the  nation,  but  they  alfo  prevent 
the  increafe  of  productive  labourers. 

There 
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There  are  feven  different  clafles  of  con- 
fumers,    i .  The  producers  or  growers  of  raw 
materials ;      2.    The  manufacturers,    artifls, 
handicraftsmen,  &c.,  all  in  fhort  who  fuper- 
add  a  value  to  the  raw  produce  ;     3.  The 
merchants,  dealers,  and  perfons  engaged  in 
commerce   and   trade  ;     4.  The   performers 
of   ufeful    or   agreeable    perfonal   fervices ; 
5.  Children,  helplefs,  fick,  invalid,  infirm  or 
poor  people  ;  6.  Idle  confumers  ;  and  7.  Indi- 
viduals living  by  crimes.  The  firfl  three  clafles 
are  the   trading  or  acquiring  clafles.      They 
conlift  of  produ6tive  labourers,  undertakers, 
capitalifls,  and  land-owners.  The  former  con- 
fume  their  wages,  and  produce  in  return  a 
value  which    not  only  re-places   what   they 
confume  and  the  furplus  of  wages  they  may 
fave,  but  alfo  afford  a  conliderable  lhare  to 
the  land-owners  and  capitalifls,  as   fleeping 
partners,  and  to  the  undertakers,  as  a6live 
partners  in  their  productive  bufinefs.     Their 
confumption  is  generally  re-productive.     It 
is  reached  to  them  in  the  certain  hope  that 
their  produce  will    exceed  the  amount    of 
their  wages.     Nothing  can  be  more  profitable 
than  their  confumption.      None  is  more  con- 
ducive to  the  happinefs  of  the  nation,  and  to 
the  univerfal  profperity  of  the  country.     But 
their  reward  onght  to  be  adequate  to  their 

toil. 
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toil.  When  their  wages  are  barely  fufficient 
to  provide  them  with  a  fcanty  fupport,  their 
powers  are  weakened,  their  ardour  abates, 
and  their  inclination  to  labour  gradually 
vanifhes.  Their  produce  grows  lefs,  and  lefe 
is  left  for  the  remaining  clafles  of  the  people. 
But  when  with  their  wages  they  can  procure 
nouriihing  food,  enjoy  fome  conveniencies 
with  their  families,  lay  by  fo  much  as  to  be 
provided  againft  unforefeen  accidents,  or  as 
to  engage  in  time  in  fome  little  undertakings 
of  their  own,  they  become  feniible  of  the 
effe6l  of  their  exertions  upon  the  increafe  of 
their  property,  their  zeal  is  invigorated,  and 
they  obtain  a  two-fold  produce.  It  is  through 
them  chiefly  that  the  national  wealth  is  in- 
creafed  ;  no  clafs  of  people  can  have  a  livelier 
intereft  in  this  increafe.  The  high  price  of 
their  wages  and  the  confequent  poffibility  of 
extending  their  confumption  depend  on  the 
increafed  demand  for  labour  which  is  the 
never-failing  confequence  of  a  progreflive 
increafe  of  national  wealth. 

Undertakers  of  farms  and  of  manufac- 
tures are  alfo  generally  productive  con- 
fumers.  They  re-place  the  value  of  their 
confumption  by  their  co-operation  in  the 
produ6lion  of  commodities.  But  when  they 
confume  every  year  their  whole  profit,  they 

con- 
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contribute  nothing  to  the  increafe  of  na- 
tional wealth.  Undertakers  profper  only  by 
jflri6l  economy  and  vigilant  fuperintendance. 
If  they  give  themfelves  up  to  immoderate 
enjoyments,  they  are  diverted  from  their 
bufinefs,  and  diffipate  what  they  might  apply 
to  new  productive  labour.  They  fuffer 
in  their  own  concerns  and  contribute  to  im- 
poverilh  the  nation.  When  profitable  under- 
takings centre  in  a  few  hands,  and  the  few 
capitals  of  a  country  are  entrufted  to  their  ex- 
clufive  management,  luxury  is  apt  to  creep  in; 
to  increafe  their  profits,  the  undertakers  often 
abridge  the  wages  of  the  labouring  clafs  who 
pine  in  iniiery,  whilfl  their  employers  are 
growing  rich  at  their  expence.  But  when 
opulence  begins  to  be  more  generally  diffiifed, 
the  number  of  undertakers  is  augmented,  their 
profits  grow  lefs,  and  the  wages  of  labour  rife. 
The  care,  (kill,  and  attention  of  the  under- 
takers muil  keep  pace  with  the  progrefs  of 
opulence.  Few  can  indulge  living  in  an 
extravagant  flyle ;  at  leafl  it  can  no  longer 
be  done  at  the  expence  of  the  labourers  ; 
it  muft  be  fupported  by  the  furplus  of  their 
profits  above  their  neceffary  confumption. 
And  as  the  high  price  of  labour  tends  to 
lower  their  profits,  farmers  become  more 
intent  upon  abridging  the  definitive  con- 

fump- 
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fumption  of  nature,  and  the  unneceffary 
confumption  of  fuperfluous  labourers.  Both 
thefe  means  tend  to  augment  their  wealth 
and  that  of  the  nation.  The  clafs  of  under- 
takers, as  it  is  augmented  with  the  increafing 
wealth  of  the  nation,  is  alfo  upon  the  whole 
a  gainer  by  that  increafe. 

Land-owners  may  confume  whatever  the 
lending  of  their  property  for  the  purpofes  of 
cultivation  produces  to  them.  If  the  rents 
they  receive  are  fufficient  for  their  main- 
tenance, they  have  no  occafion  to  draw  an 
additional  income  from  any  other  fource : 
and  as  rents  rife  with  the  progrefs  of  popula- 
tion and  wealth,  which  increafes  the  demand 
for  land,  land-owners  have  a  great  intereft 
in  the  increafe  of  national  wealth.  When 
they  confume  their  rents  in  luxury,  their 
confumption  has  no  beneficial  influence  upon 
the  profperity  of  the  nation ;  but  when  part  of 
their  rents  is  applied  to  the  improvement  of 
their  eflates,  or  to  produ6live  labour,  and 
their  time  is  devoted  to  ufeful  fervices  to  the 
nation,  their  confumption  is  doubly  beneficial 
to  the  country.  It  is  always  extremely  ad- 
vantageous, in  a  national  point  of  view,  for 
owners  to  be  the  farmers  of  their  own  eflates. 
More  capital  is  beftowed  upon  the  improve- 
ment of  the  foil,  production  is  considerably 

B  B  increafed, 
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increafed,  and  the  confumption  of  the  land- 
owners becomes  ilill  more  beneficial  to  the 
country,  as  they  help  to  produce,  by  their 
own  induftry,  a  part  of  what  they  confume. 
It  is  alfo  of  the  highefl  importance  to  the 
nation,  that  the  landed  property  of  the  coun- 
try be  fo  diftributed,  that  few  rents  be  large 
enough  to  encourage  luxury,  and  that  no  in- 
duflrious  individual  be  prevented  from  ac- 
quiring land,  and  improving  its  cultivation  by 
his  Ikill  and  diligence. 

Capitalifls,  if  they  live  by  their  intereil,  and 
perform  no  ufeful  labour,  are  idle  confumers 
in  themfelves.  It  is  their  property  which 
helps  to  increafe  the  wealth  of  the  nation, 
and  in  this  refpect  they  are  productive  con- 
fumers. But  they  might  alfo  perform  fome 
ufeful  fervices,  to  render  their  confumption 
ftill  more  beneficial.  Idle  capitalists  could 
not  be  met  with  in  a  country  that  had  reached 
the  higheft  poffible  pitch  of  profperity,  for  if 
a  capitalift  lives  on  the  mere  intereil  of  his 
money,  there  muft  be  fome  individuals  in- 
debted to  him,  and  the  highefl  degree  of 
profperity  fuppofes  that  no  perfon  is  in  debt, 
but  that  every  individual  carries  on  his  bufi- 
nefs  with  his  own  capital,  or  that  every  pof- 
feflbr  of  capital  employs  it  in  fome  bufmefs  of 
his  own.  When  a  capitalift  fpends  the  whole 

intereft 
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interefl  of 'his  money,  his  capital  alone  is  bene- 
ficial to  the  community  :  but  when  out  of  his 
intereft  he  accumulates  a  frefh  capital,  and 
lends  it  out,  or  employs  it  in  productive  la- 
bour, he  affords  the  labourers  a  frefh  fource 
of  confumption,  and  increafes  the  national 
wealth.  The  land-owner  is  always  confuming 
his  own  produce,  but  the  capitalift  confumes 
his  own  produce  only  when  the  undertaker 
has  actually  employed  his  capital  profitably. 
Whenever  his  capital  is  confumed  without 
being  replaced  by  any  other  ufeful  commodity 
of  greater  value,  the  intereft  is  paid  from 
another  fource,  and  the  greater  the  capitals 
for  which  intereft  is  paid  in  this  manner,  the 
more  muft  the  remaining  clafTes  of  inhabitants 
furnifh  towards  it.  The  owners  of  fuch  capi- 
tals diminifh  the  confumption  of  others  by 
their  own.  The  fault,  it  is  true,  refts  lefs 
with  the  owner  of  the  capital  than  with  the 
debtor  who  borrows,  and  makes  no  profitable 
ufe  of  the  fums  borrowed.  Yet  the  influence 
on  the  wealth  of  the  nation  is  fatal.  He  who 
fpends  a  borrowed  capital,  brings  upon  him- 
felf  a  permanent  obligation  to  pay  the  intereft 
out  of  another  fource,  which  would  have 
remained  untouched  if  he  had  employed  this 
capital  profitably.  Such  a  debt  continually 
impairs  his  income  j  the  capitalift,  in  this 
B  B  a  inftance, 
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inftance,  lives  upon  a  part  of  his  debtor's 
income,  and  not  upon  the  operation  of  his 
capital,  which,  under  the  prefent  fuppofition, 
has  vanifhed.  Private  debts  have  a  very 
various  influence  on  confumption.  When  the 
debtor  employs  the  borrowed  capital  in  pro- 
ductive, gainful  labour^  the  capitalift,  in  con- 
fuming  his  intereft,  lives  on  the  produce  of 
his  capital:  but  when  the  capital  is  unfuc- 
cefsfully  employed,  or  idly  fpent,  the  capitalift 
lives,  fometimes  partly,  and  fometimes  wholly 
at  the  expence  of  the  debtor,  and  has  nothing 
left  to  confume,  the  moment  his  debtor  is  un-> 
able  to  pay  the  intereft  out  of  any  other  part 
of  his  property.  The  money  of  capitalifts 
who  engage  in  ufeful  undertakings  is  more 
fecure,  being  employed  in  productive  laboun 
The  capitalifts,  in  this  cafe,  acquire  in  a 
double  capacity,  and  there  is  no  danger  that 
the  nation  will  have  the  intereft  to  pay  out 
of  other  flocks.  The  clafs  of  unemployed 
capitalifts  is  no  where  conliderable  except 
where  there  are  national  debts*  The  fecurity 
and  powerful  incitements  to  lend  which  na- 
tional debts  hold  out,  can  never  be  rivalled 
by  private  individuals*  Where  the  opportu- 
nity of  placing  money  with  the  ftate  is  want- 
ing, capitalifts  are  more  readily  induced  to 
become  undertakers,  and  are  confequently 

more 
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more  beneficial  confumers,  independent  of 
the  important  confideration,  that  in  the  latter 
inflance  they  preferve  their  capital,  which  in 
the  hands  of  the  ftate  is,  with  a  very  few 
exceptions,  loft  for  ever. 

The  confumption  of  the  fourth  clafs,  or  of 
the  performers  of  perfonal  fervices,  muft 
always  be  derived  from  the  other  productive 
claffes.  Their  confumption  is,  however,  fuffi- 
ciently  compenfated  if  they  afford  the  com- 
munity any  effential  advantage  ;  and  when  the 
productive  claffes,  ftri6lly  fo  called,  produce 
a  great  furplus  above  their  confumption,  the 
mare  which  they  muft  part  with  to  feed  the 
performers  of  perfonal  fervices  does  not  fall 
heavy  upon  them.  They  give  it  with  plea- 
fur  e,  if  their  fervices  fatisfy  any  of  their 
nobler  wants,  or  heighten  their  enjoyments. 
To  fupply  their  manifold  wants  and  increafe 
their  enjoyments,  is  the  very  motive  which 
impels  them  to  produce  a  furplus.  The  per* 
formers  of  perfona]  fervices  fare  the  better  the 
greater  the  demand  for  their  fervices ;  and 
the  nation  feels  lefs  preffure  from  their  con- 
fumption in  proportion  to  its  opulence.  It  is 
only  thofe  whofe  fervices  are  ufelefs,  hurtful, 
or  fuperfluous,  that  are  a  burthen  to  the  com- 
munity. They  unneceffarily  multiply  the 
expences  pf  the  nation,  and  diminiih  the 

B  B  3  fources 
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fources  of  its  income,  by  withdrawing  from 
labour,  hands  that  might  be  productively  em* 
ployed.  It  is  in  poor  countries,  in  particular, 
that  luxury  increafes  the  clafs  of  performers 
of  perfonal  fervices  jn  a  pernicious  man- 
ner. Idle  fervants  kept  for  iliow  are  pampered 
beyond  what  is  due  to  their  office,  merely  be- 
caufe  that  circumflance,  too,  is  regarded  by 
orientation  as  a  difplay  of  pomp  and  magnifi- 
cence* Wherever  luxury  is  not  the  confe- 
quence  of  generally  diffufed  wealth,  all  its 
devifes  are  calculated  to  rob  the  productive 
labouring  clafs. 

The  confumption  of  children  is  unproduc- 
tive as  long  as  they  cannot  earn  any  thing. 
The  fooner  they  can  be  taught  to  do  fo 
without  prejudice  to  the  nobler  purpofes  of 
life,  the  better  it  is  for  the  community  at 
large. 

The  confumption  of  the  helplefs  mufl  be 
provided  for  from  the  income  of  others. 
Where  moil  families  are  opulent  it  is  eafily 
fupplied.  When  the  wrealth  of  a  nation  is 
increaiing,  few  are  reduced  to  abfolute  po- 
verty ;  a  maintenance  is  readily  gained  by 
labour;  and  moft  individuals  may  arrive  at  a 
competency  if  they  chufe.  Wherever  men 
who  can  labour  are  reduced  to  poverty  for 
of  employment,  national  wealth  is  on 

the 
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the  decreafe,  unlefs  the  circumftance  proceeds 
from  a  Hidden  revolution  in  the  foreign  mar- 
kets,  or  from  injurious  reftri&ions  of  trade  at 
home.  The  nation  mint  either  provide  labour 
for  the  poor  or  feed  them.  The  moil  perni- 
cious way  to  maintain  them  is  that  of  allowing 
them  to  beg  their  bread  (/).  Beggary  is  an  evil 
generally  deducible  from  a  bad  police  ;  when 
it  proceeds  from  the  gradual  decay  of  the 
nation,  it  hardly  admits  of  a  radical  cure. 
The  confumption  of  the  poor  is  a  progreffive 
one ;  it  is  a  dangerous  whirlpool,  that  draws 
more  and  more  families  into  the  gulph  of 
beggary;  it  continually  increafes  the  number 
of  commodities  that  are  confumed  in  vain. 
Its  mifchievous  confequences  to,  fociety  are 
obvious. 

The  clafs  of  idlers  is  compofed  of  all  who 
do  nothing  ufeful.  They  mufl  live  on  the 
produce  of  others,  but  their  influence  upon 
the  progrefs  of  national  wealth  varies  accord- 
ing to  the  fources  of  their  income.  Idle 
land-owners,  and  capitaliils  deriving  their 
interefl  from  productively  employed  capital, 
who  confume  only  their  annual  income,  do 
not  impoverifh  the  nation.  But  their  indivi- 
dual perfons  are  ufelefs ;  their  property  would 

(/)  There  is  unkindnefs  as  well  as  impolicy  in  indifcrimi- 
pate  alms-giving.  See  Gilpin's  Dialogues. 

B  B  4  be 
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be  produ6live  without  them.  The  elafs  of 
idlers,  nearly  a-kin  to  beggars  in  their  mif- 
chievous  tendency,  is  that  of  thofe  impoilors> 
who  unbluihingly  avail  themfelves  of  the 
weaknefs  and  credulity  of  the  lower  orders, 
to  aliment  their  fuperftition  and  bigotry,  by 
idle  preteniions  to  fuperior  fanclity ;  to  amufe 
them  with  juggling  tricks  and  taftelefs,  inde- 
cent paftimes ;  and  to  cure  every  bodily  pain 
and  infirmity  with  dangerous  noilrums.  The 
fmaller  the  number  of  fanatic  prieils,  mounte- 
banks, and  quacks,  the  greater  the  happinefs 
of  a  nation. 

Unfortunately  there  is  alfo,  in  almofl  every 
country,  a  fet  of  men  who  live  by  crimes,  and 
forcibly  take,  fecretly  fteal,  or  artfully  obtain 
by  fwindling,  what  they  confume.  The  ex- 
tent of  the  depradations  committed  in  opulent 
nations  (m)  by  highway-men,  houfe-breakers, 
pickpockets,  fortune  tellers,  gamblers  by  pro- 
feffion,  {harpers,  and  petty-fogging  attornies, 
is  incredible. 

(m)  See  an  alarming  catalogue  of  perfons  who  are  fuppofed 
to  fupport  themfelves  in  and  near  London,  by  purfuits  either 
criminal,  illegal,  or  immoral,  amounting  to  115,000,  in  the 
Introduction  to  Colqhuoun's  Treatife  on  the  Police  of  London* 


CHAP. 
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CHAP.  V. 

Of  public  Con/umption. 

THE  community  at  large  has  many  wants 
which  muft  be  fupplied  by  a  proportionate 
fhare  taken  from  the  commodities  of  all  indi* 
vidual  members.  Such  wants  are  called  public 
wants,  and  whatever  they  abforb  of  the  na- 
tional income  is  called  the  public  confump- 
tion.  Befides  the  parcels  of  land  which  muft 
be  excluded  from  private  property  for  roads, 
walks,  harbours,  public  buildings,  &c.  many 
perfonal  fervices  are  required,  either  for  the 
benefit  of  the  whole  community,  or  for  the 
advantage  of  particular  provinces  and  places. 
To  direct  thefe  public  concerns,  and  to  regu- 
late the  contributions  of  each  individual  mem- 
ber towards  the  expences  which  they  incur, 
a  government  is  neceflary.  Its  eftablifhment 
and  fupport  conftitute  the  firft  and  moft 
effential  of  public  wants.  The  ends  which 
it  is  to  promote  cannot  be  attained  without 
an  adequate  revenue.  This  muft  be  provided 
out  of  the  national  income,  and  is  of  courfe 
fo  much  loft  to  the  nation.  Whether  part  of 
the  foil  be  devoted  to  that  fpecial  purpofe, 

whether 
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whether  every  individual  member  applies  an- 
nually a  portion  of  his  private  income  to  that 
object,  or  whether  every  one  performs  in 
turn  fome  public  fervice,  the  nation  is  always 
deprived  of  the  benefit  of  that  foil,  income, 
or  fervice.  The  public  revenue  is  confumed 
by  fupplying  the  public  wants,  in  the  fame 
way  as  a  private  individual  confumes  his  in- 
come by  fupplying  his  own.  The  falaries  of 
the  public  functionaries  afford  the  means  of 
confuming:  but  they  are  drawn  from  the 
community.  How  far  the  public  confumption 
is  a  proper  one,  is  determined  by  the  benefit 
which  it  procures  to  the  community  at  large. 
But  whatever  may  be  the  extent  of  thefe 
benefits,  the  nation  fares  the  better  the  fmaller 
the  expence  at  which  they  are  obtained.  It 
then  enjoys  thofe  benefits,  and  whatever  their 
attainment  coils  lefs  into  the  bargain.  Public 
confumption  mull  therefore  be  judged  by  the 
fame  rules  as  private  confumption.  What  is 
prodigality  in  th«  latter,  is  not  lefs  fo  in  the 
former.  Economy  is  neceffary,  and  a  virtue, 
in  both.  It  is  the  fame  in  public  and  private 
concerns.  There  is  but  one  economy,  as 
there  is  but  one  probity.  Economy  in  the 
adminillration  of  the  public  refources  of  a 
country  is  in  fact  of  far  higher  importance 
than  in  the  management  of  private  concerns. 

Prodigality 


CH.  V.  OF  PUBLIC    CONSUMPTION.  379 

Prodigality  in  public  confumption  is  nearly  al- 
lied to  robbery ;  it  infringes  upon  the  property 
of  every  individual  member  of  the  nation. 
The  firfl  principle  of  a  good  government  ought 
to  be  never  to  authorife  any  confumption  that 
is  #pt  neceffarily  required  for  the  attainment 
of  the  proper  objects  of  the  ftate  ;  the  fecond, 
not  to  convert  any  other  objects  into  public 
ones  but  fuch  as  are  for  the  real  benefit  and 
interefl  of  the  nation  ;  and  the  third,  to  attain 
every  public  object  at  the  fmalleft  expence 
poffible. 

The  principal  object  to  be  attained  by  means 
of  the  contributions  of  the  community  at 
large,  is  the  fupport  of  government.  A  fu- 
preme  power  to  fuperintend  and  to  direct  the 
affairs  of  the  ftate,  is  of  abfolute  neceffity.  It 
organizes  the  different  inftitutions  calculated 
for  the  internal  and  external  fafety  of  the  na- 
tion, of  which  the  civil  and  military  adminiftra- 
tion  of  the  country  are  the  moll  effential : 
but  religion,  public  inftruction,  the  mainte- 
nance of  the  helplefs  and  poor  are  alfo  gene- 
rally confidered  as  public  concerns. 

A  decent  and  liberal  provifion  for  the  fu- 
preme  head  of  the  ftate  is  one  of  the  moft  in- 
difpenfable  expences  of  the  nation.  But 
whether  the  reverence  due  to  that  head  be 
more  promoted  by  vain  pomp  and  magni- 
ficence, 
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ficence,  than  by  unoftentatious  grandeur 
which  cofls  little,  and  is  itfelf  an  example  of 
wife  economy,  it  is  not  difficult  to  decide. 

The  idle  fplendour  of  courts  increafes  the 
burthens  of  the  nation  without  any  utility, 
and  though  it  prelfes  lefs  hard  upon  a  r£ch 
than  upon  a  poor  country,  it  yet  appears 
equally  reprehenfible  in  both. 

The  civil  adminiflration,  which  comprifes 
the  adminiflration  of  juftice,  the  management 
of  the  foreign  affairs  of  the  country,  and  of  its 
internal  concerns,  and  the  fuperintendance  of 
the  public  revenue,  requires  a  number  of  in- 
dividuals that  mufl  be  maintained.  All  public 
functionaries  ought  to  be  liberally  paid,  that 
they  may  devote  all  their  time  to  the  confci- 
entious  difcharge  of  their  duty,  and  be  above 
corruption  and  fraud.  The  befl  maxim  of  the 
ftate  is  to  demand  much  of  its  officers  :  but  to 
pay  them  well.  A  few  clever  and  active  fer- 
vants  perform  more  than  many  indifferent 
ones.  Liberal  falaries  are  therefore  perfectly 
confiflent  with  economy,  if  they  be  given  to 
thofe  who  deferve  them.  It  is  not  the  interefl 
of  a  nation  to  accept  of  the  fervices  of  thofe 
who  make  a  parade  of  facrificing  their  falary, 
particularly  if  there  be  any  power  connected 
with  their  fun&ions.  True  merit  is  always 
deftrving  of  its  reward,  and  will  rarely  refufe 

the 
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the  recompence  to  which  it  knows  its  fervices 
to  be  entitled.  There  ought  to  be  full 
employment  for  every  public  functionary,  and 
no  new  office  created  without  an  abfolute 
neceffity.  Offices  connected  with  any  pom- 
pous ceremonial  or  empty  formalities  ought 
to  enjoy  the  fmallefl  falaries.  There  are  in 
every  nation,  weak  and  oilentatious  men  that 
will  prefs  forward  to  fill  fuch  offices. 

The  military  adminiftration  of  a  country  is> 
become  an  object  of  the  higheft  importance 
ever  fince  the  progrefs  of  civilization  has  ren- 
dered it  neceffary  to  make  its  defence  a  par- 
ticular profeffion,  of  to  keep  (landing  armies. 
Hunters,  mepherds,  and  even  hufbandmen, 
may  defend  their  country,  but  manufactures, 
commerce,  and  the  arts,  require  that  a  parti- 
cular fet  of  men  mould  carry  on  the  trade  of 
war.  This  trade  is  rendered  more  expenfive 
by  the  preparations  which  it  requires,  even  in 
times  of  peace,  and  its  annual  confumption  is 
always  confiderable.  But  it  would  be  flill 
more  coniiderable  without  a  Handing  army  (ft). 

Every 

(«)  Obferve  this  little  republic,  where  each  citizen  is,  as  it 
were,  all,  becaufe  the  ftate  is  nothing  ;  where,  at  one  moment, 
lie  affumes  the  gown,  and  at  another  his  military  armour. 
A  mallow  politician,  an  incapable  judge,  and  an  undifciplined 
foldier  ;  continually,  either  a  prey  to  faction,  or  expofed  to 
the  j-age  of  "war  j  whereas  an  exteafive  fociety,  in  which  in- 
dividual} 
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Every  member  of  the  community  would  be 
obliged  to  carry  arms ;  in  the  event  of  a 
hollile  attack,  all  trades  would  be  at  a  Hand, 
and  an  immenfe  mare  of  national  wealth 
would  be  deftroyed  in  every  war.  The  pub- 
lic confumption  of  the  army  may  be  dimi- 
nifhed  in  times  of  peace,  not  only  by  the  re- 
duction of  the  numbers  of  fighting  men,  but 


ctividuals  are  united  to  each  other  by  the  fame  laws  and  the 
fame  interefts,  derives  its  peaceful  lituation  from  the  prudent 
divifion  of  its  labours.  In  fuch  a  fociety,  the  foldier  is  not 
engaged  in  pleading  the  caufc  of  the  opprefied,  nor  the  ma- 
giftrate  in  defending  the  ramparts.  The  labourer  purfues 
unmoleiled  the  cultivation  of  his  ground,  and  the  warrior 
repels  the  invaders  of  the  country.  In  fuch  a  fociety,  peace 
wears  a  hundred  additional  charms,  and  war  lofes  a  hundred 
of  its  horrors.  Whilil  France  was  engaged  in  the  wars  of 
I733>  I74I»  anc^  T757»  no  more  than  the  hundredth  part  of 
her  inhabitants  were,  at  any  time,  fharers  in  the  danger. 
Extenfive  provinces  enjoyed  a  calm  ferenity,  and  even  millions 
of  labourers  knew  not  in  what  4  part  of  the  world  the  armies 
were  engaged.  To  thefe  advantages,  we  may  add  that 
fweetnefs  of  manners,  and  thofe  comforts  of  life,  which  a 
nation  can  fcarcely  retain,  but  by  the  means  of  regular 
troops,  that  is  to  fay,  thofe  reprefentatives  of  the  nation  who 
are  ehtrufted  with  the  care  of  conducting  the  war.  What 
muft  have  been  the  deftiny  of  men  who  patted  their  whole 
lives  as  if  every  day  had  been  the  eve  of  a  battle  !  The 
cuftom  of  maintaining  a  Handing  army  became  the  only 
remedy  againft  this  inconvenience.  Majores  nojlrl  bella  geffe- 
runt}  nos  tributa  dependimus  ne  bella  patiamur.  De  Chatellnr< 
Effaifur  la  Fe  licit  e  publique.  Tome  I.  Chap.  IV. 

j  alfo 
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alfo  by  turning  them  to  public  employments, 
fuch  as  the  repairing  and  making  of  high- 
ways, digging  canals,  &c.  War  confumes 
not  only  the  expences  of  the  army  ;  but  the 
gain  which  it  prevents,  whatever  is  unneceffa- 
rily  wafted  and  deflroyed,  and  its  fatal  moral 
confequences,  muft  alfo  be  placed  to  its  ac- 
count. 

No  object  can  be  of  higher  intereft  to  every 
individual  member  of  the  community,  than 
the  acquisition  of  knowledge.  We  are  in  per- 
petual contact  with  the  three  kingdoms  of 
nature.  Our  food,  our  clothes,  our  dwellings, 
every  commodity  we  ufe  muft  be  made  ac- 
cording to  certain  laws  and  rules.  The  more 
thefe  laws  are  underftood,  the  more  are  the 
accommodations  of  life  improved.  The  in- 
fluence of  knowledge  in  meliorating  the  con- 
dition of  fociety  conftitutes  its  acquisition  a 
public  object.  Wer,e  the  operation  of  indi- 
vidual intereft  a  fufficient  incitement  to  ac- 
quire and  to  diffeminate  knowledge,  there 
would  be  no  occaiion  to  make  it  a  public  con- 
cern: but  fcience  feldom  procures  its  poffef- 
fors  advantages  equal  to  thofe  which  it  con- 
fers  on  the  community,  becaufe  thefe  advan- 
tages fhow  themfelves  only  after  the  lapfe  of 
years,  nay,  after  the  lapfe  of  ages.  No  nation, 
however,  ought  to  lofe  fight  of  the  benefits 
that  may  accrue,  to  pofterity.  Academies, 

learned 
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learned  focieties,  univerfities,  and  other  iimilar 
eflablifhments,  are  ufeful  to  treafure  up  the 
knowledge  previoufly  acquired,  to  propagate 
fciences,  to  extend  the  fields  of  difcoveryyto 
prepare  proper  inftruc~lors  for  the  riling  gene- 
ration, and  to  render  the  candidates  for  high, 
adminiilrative  functions  competent  to  the 
difcharge  of  thofe  important  offices.  How 
far  the  univerfities  of  fome  countries  may  be 
deficient  in  their  plans  of  fludy  to  accomplifh 
thefe  views,  it  is  not  the  province  of  political 
economy  to  inquire:  but  it  may  lament  its 
being  frequently  excluded  from  the  catalogue 
of  fciences  taught  in  thofe  learned  feminaries. 
The  majority  of  the  members  of  a  commu- 
nity being  feldom  fufficiently  opulent  to  make 
any  facrifices  in  favour  of  inflru6lion,  it  ap- 
pears very  proper  that  government  mould 
come  to  their  affiflance  to  extend  its  benefit. 
To  enable  every  individual  of  the  nation  ta 
grow  wifer,  more  enlightened  and  better  in- 
formed mufl  be  a  public  object,  until  the  ad- 
vantage of  knowledge  be  fo  generally  felt* 
that  every  parent  confiders  it  as  his  firfl 
duty  to  infure  its  communication  to  his 
offspring  (o). 

Every 

(o)  Profeflbr  Dantzel,  of  Hamburgh,  proposed  fome 
years  ago,  an  infurance  office  for  the  education  of  youth,  into 
which  parents  might  pay  a  certain  fum  annually,  from  the 

birth 
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Every  civilized  nation  has  been  defirous  of 
diffufing  religious  principles  by  means  of  a 
public  worlhip  fupported  by  public  expences, 
under  the  idea  that  religion  inculcates  the 
bed  principles  to  direct  and  controul  the 
actions  of  men.  If  this  worfhip  does  not  eva- 
porate in  mere  rites  and  ceremonies,  if  the 
tenets  which  the  public  teachers  of  religion 
promulgate  and  enforce,  tend  to  enlighten 
the  mind,  and  to  improve  the  heart,  there  can 


birth  of  a  child,  on  condition  of  receiving  in  return,  exclu- 
fively,  for  the  child's  education,  from  the  time  at  which  it 
mould  attain  a  particular  age,  a  regular  allowance  for  a  fuf- 
ficient  number  of  years  to  complete  a  proper  education. 
The  child  dying  would  at  any  time  leave  its  right,  not  to  the 
parents,  but  to  the  fund.     There  might  be  different  clafles  of 
contributions  and  allowances  for  learned  or  profeffional,  mer- 
cantile, agricultural,  and  common  or  general  education.    The 
advantages  of  this  plan,  as  it  has  not  been  tried,  are  merely 
profpe&ive.      Mr.  Lawafter,  by  his  improvements   in   the 
common  methods  of  teaching,    which  not  only  economize 
time,  but  exert  the  moil  beneficial  influence  upon  the  happi- 
aefs  of  thoufands  of  innocent  beings,  whom  they  refcue  fr  * 
pedantic  gloom  and  feverity,  has  conferred  a  more  imp" 
benefit  upon  the  world  at  large.     His  excellent  plar^  ur^ to 
reach  beyond  the  mores  of  the  Britifh  empire.   ^    °a      ° 
education  has  been  appointed  in  Ireland,  con>. ofed  of  m 
charader,  talents,  rank,  fortune,  and  pop/arlty*         he^  are 
to  inquire  into  the  ftate  of  the  fcho-5  in  Ireland'  and  l° 
eftablUh  a  good  fyftem  of  educatie-  for  the  lower  orders  oi 
ihe  people. 
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be  little  doubt  but  that  a  religious  eftablifh- 
ment  is  entitled  to  be  confidered  as  a  public 
object;  yet  the  expences  which  it  entails  on 
the  country  need  never  be  very  considerable* 
Thofe  who  preach  moderation  and  tem- 
perance ought  to  live  on  moderate  incomes. 

The  helplefs  and  poor  have  an  undoubted 
claim  upon  the  affiflance  of  fociety,  if  their 
misfortunes  be  a  confequence  of  the  focial 
compact.  That  every  member  of  the  com- 
inunity  be  fecured  againil  the  feverities  of 
fate,  that  none  be  left  to  periih  for  want,  that 
none  at  leaft  be  ever  deprived  of  the  abfolute 
neceffaries  of  life,  if  he  be  difabled  from  earn- 
ing his  maintenance,  muft  have  been  the  con- 
ditions on  which  alone  the  introduction  of 
private  property  could  receive  the  univerfal 
affent.  Though  much  may  be  left  to  private 
benevolence,  it  yet  appears  a  proper  public 
object  to  eftabliih  at  the  expence  of  all,  a 
chefl  out  of  which  the  neceffities  of  indi- 
:duals  may  be  fupplied  in  time  of  need  Q?}. 

( P  )  ^  ^n  the  fubje&  of  the  maintenance  of  the  poor,  there 
is  an  abftrac^f  all  ^  material  points  ^  aifpute  between  the 
advocates  and  o±^nentg  of  a  legal  affeffment,  in  J.  Bentham's 
TraitedeLtgiflatio,  ^r/V,  l8o2.  Tome  II.  Cbap.I. p.59, 
dr.  Bentham  decides-,  favour  of  a  legal  afieffment,  on  ac- 
count  of  the  uncertainty,  ^uaiity>  and  inadequacy  of  volun. 
tary  contributions. 

4  The 
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The  fupport  of  the  neceffitous  may,  in  fome 
degree,  be  confidered  as  a  debt  due  from  the 
rich  to  the  poor,  on  account  of  the  inade- 
quacy of  their  wages  to  enable  them  to  be 
prepared  for  unfortunate  accidents.  A  legal 
affeffment  is,  in  fa6l,  an  apology  for  low 
wages.  But  the  flate  ought  merely  to  keep 
the  unfortunate  alive,  and  prevent  the  mi£ 
chievous  idea  getting  abroad,  that  they  may 
do  without  labour,  and  be  equally  well  fed  by 
their  parifli.  A  fyftem  of  charitable  inftitu- 
tions,  which  provides  for  the  poor  better  than 
they  can  provide  for  themfelves  with  the  earn- 
ings  of  their  induftry,  is  highly  injurious  to  a 
country. 

But  all  public  obje6ts  need  not  to  be  under 
the  immediate  adimnifiration  of  government. 
The  management  of  fome  of  them  may  be 
entrufted  to  the  corporate  bodies  of  towns, 
pariihes,  or  any  private  community  which  it 
may  more  particularly  concern,  fuch  as  the 
making  of  high  roads,  public  walks,  canals, 
bridges,  erecting  churches  and  public  build- 
ings, &c.  Every  private  community  is  befl 
acquainted  with  its  wants,  and  the  means 
moil  adequate  to  fupply  them;  it  eafily  finds 
among  its  members,  perfons  to  whom  their 
concerns  may  fafely  be  truiled,  and  who  can 
beft  watch  the  employment  of  the  public 
c  c  2  money. 
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money.  The  internal  police  of  towns  and 
villages,  the  maintenance  of  their  fchools, 
churches,  and  charitable  foundations,  are  beft 
in  the  hands  of  every  private  community, 
under  the  general  fuperintendance  of  govern- 
ment :  but  the  application  of  the  public  re- 
venue  ought  to  be  exclulively  left  to  the 
fuperior  officers  of  the  flate,  with  whom  it 
muft  be  an  inviolable  principle  to  draw  as 
little  as  poffible  to  their  general  adminiflra- 
tion,  and  to  leave  local  concerns  to  thofe  who 
can  manage  them  beft.  The  lefs  compli- 
cated the  machine  of  government  is,  the 
ealier  is  its  fuperintendance ;  its  expences  are 
alfo  leffened  in  proportion  to  its  greater 
utility. 


CHAP. 
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CHAP.    VI. 

Of  the  Sources  of  public  Con/umption. 

r  1  A  HE  mode  of  collecting  the  public  re- 
-*-  venue  is  fufceptible  of  great  variety. 
Lands  may  have  been  originally  affigned  to 
defray  the  public  expences  with  their  pro- 
duce ;  government  may  exclufively  carry  on 
certain  trades,  to  apply  the  profits  of  the  fame 
to  public  objects ;  the  nation  may  provide 
government  with  the  means  of  fupplying 
every  public  want  as  it  occurs,  every  indivi- 
dual member  contributing  in  proportion  to 
his  income.  It  may  alfo  be  left  to  the  option 
of  every  member  to  pay  his  contribution  in 
natural  and  artificial  produ6lions,  and  in  per- 
fonal  fervices,  or  in  money. 

That  government  is  neither  a  good  land- 
owner nor  a  good  tradefman,  has  been  fuffici- 
ently  mown  above.  [B.  n.  CH.  ix.]  The  ftate 
confumes  more  than  is  neceffary,  when  it  col- 
lects its  revenue  by  means  of  demefnes  and  roy- 
alties. To  lend  capitals  out  upon  interefl  to  de- 
fray the  public  expences,  is  for  great  ftatesafee- 
ble  refource,  and  for  all  a  dangerous  one.  The 
Swifs  Cantons  have  loft  large  fums  in  France, 
c  c  3  Ac- 
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According  to  Stanian,  at  that  time  Britiih  En- 
voy at  Berne,  that  canton,  in  the  beginning  of 
the  eighteenth  century,  had  not  lefs  than 
300,000!.  ilerling  in  the  Englifh  funds.  To 
fupply  the  public  wants  by  contributions  in  kind 
and  perfonal  fervices,  is  ftill  worfe  than  by  de- 
mefnes  and  royalties.  Contributions  in  kind 
are  equally  troublefome  in  their  collection, 
prefervation,  and  diftribution.  Government 
receives  lefs  than  the  contributor  furmihes. 
Much  is  deftroyed,  and  much  remains  in  the 
hands  of  the  receivers  or  collectors.  They 
are  not  lefs  burthenfome  to  the  contributors, 
becaufe  the  latter  are  expofed  to  the  cavils  of 
the  tax-gatherer,  and  generally  forced  to  con- 
tribute more  than  what  actually  goes  to  the 
Hate.  Perfonal  fervices  are  flill  more  injurious. 
They  not  only  have  all  the  difadvantages 
connected  with  contributions  in  kind,  but 
they  alfo  diminifh  alike  the  wealth  of  the  con* 
tributors  and  that  of  the  nation,  by  rendering 
the  flothfulnefs  with  which  they  are  performed 
habitual  in  the  private  occupations  of  the  in- 
dividuals, keeping  them  in  a  fort  of  flavifli 
dependence,  and  confuming  more  than  is  ne- 
ceifary  to  accomplim  their  purpofe.  It  is  only 
in  countries  void  of  induftry,  where  opportu- 
nities of  earning  any  thing  by  labour  are 
wanting,  and  where  the  ufe  of  money  and  its 

fuperior 
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fuperior  advantages  are  Hill  unknown,  that 
contributions  in  kind  and  perfonal  fer vices 
for  the  benefit  of  the  ilate  may  be  allowable. 
But  wherever  money  is  known,  and  wherever 
labour  has  an  exchangeable  value,  the  public 
wants  are  beft  fupplied  by  proportionate  con- 
tributions  in  money.  They  anfwer  the  end 
for  which  they  are  intended  moft  completely, 
becaufe  there  is  no  poffibility  of  giving  lefs 
than  is  demanded ;  they  do  not  reflriel  govern- 
ment with  regard  to  the  we  they  may  be  ap- 
plied to,  which  is  always  the  cafe  in  contribu- 
tions in  kind  and  perfonal  fervices  ;  they  in- 
fringe neither  upon  the  perfonal  freedom  nor 
upon  the  particular  property  of  the  contri- 
butors; and  provided  they  be  properly  levied 
and  applied,  they  rather  tend  to  encourage 
than  to  deftroy  mduftry.  But  whether  paid 
in  kind,  in  perfonal  fervices,  or  in  money, 
taxes  are  always  a  burthen  to  a  nation  ;  they 
are  confumed  by  the  ilate  and  loft  to  the  indi- 
viduals who  pay  them,  and  to  the  nation  at 
large. 

Some  political  philofophers  have  fuppofed 
that  taxes  paid  in  money  are  noways  burthen- 
fome  to  the  people,  becaufe  they  receive  the 
money  back  again  from  the  ftate.  But  the 
money  is  returned  to  thofe  only  who  furnim  a 
frefh  confideration  or  value  for  it.  They  are 
c  c  4  firil 
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firft  obliged  to  part  with  a  valuable  commo- 
dity in  order  to  get  the  money  which  they  pay 
as  a  tax,  and  then  they  are  obliged  to  part 
with  another  valuable  commodity  to  get  the 
money  back  again.  The  ftate  receives  the 
money  of  the  fubjeel;  for  nothing :  but  it  does 
not  give  it  away  again  for  nothing. 

Others  have  gone  fo  far  as  to  fuppofe  that 
taxes  are  means  of  increafing  the  national 
wealth.  They  fay,  "  If  people  are  obliged 
"  to  pay  taxes,  they  muft  exert  themfelves 
"  and  increafe  their  indullry  to  be  enabled  to 
"  pay  them."  But  this  induftrious  exertion  is 
unavailing ;  they  muft  part  with  its  produce  for 
nothing.  Induftry  enriches  a  nation  only 
when  its  produce  increafes  its  flock  of  com- 
modities. The  valuable  commodity  produced 
in  confequence  of  the  tax  goes  to  the  public 
functionaries :  but  if  they  be  ufelefsly  fed,  it 
would  be  far  more  advantageous  to  the  nation 
that  they  mould  be  forced  to  earn  their  main- 
tenance by  productive  labour,  than  that  others 
mould  be  put  to  the  hard  taik  of  labouring  for 
them.  No  individual  is  fond  of  labouring  for 
others.  Taxes  therefore  are  but  a  poor  in- 
citement to  induftry  ;  and  in  this  inftance,  as 
in  fo  many  others,  the  effect  has  been  miftaken 
for  tlie  caul'e.  The  inhabitants  of  a  flouriih- 
ing  country  do  not  grow  rich  becaufe  they 
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pay  heavy  taxes :  they  are  able  to  pay  heavy 
taxes  becaufe  they  are  rich.    That  taxes  may 
Invigorate  the  induflry  of  a  country,  is  true ; 
this  is  indeed  their  conflant  effect  in  well  go- 
verned flates.      They  are  employed  for  the 
public  fafety,  and  applied  to  none  but  really 
public  objects,  which,  as  they  afford  liberty, 
protection,  and  fecurity,  are  effential  condi- 
tions on  which  nations  are  enabled  to  advance 
on  the  road  to  profperity.     Still  it  is  not  the 
load  of  taxes  that  enriches,  it  is  the  import- 
ance of  the  ends  attained  by  their  ufeful  ap- 
plication.    If  the  attendant  expences  could 
be  leffened,  the  nation  would  be  richer  and 
happier.    Beiides  the  advantages  derived  from 
the  goodnefs  of  its  public  inflitutions,  it  would 
convert  into  new  fources  of  wealth  and  enjoy- 
ment whatever  fums  a  truly  economical  ad- 
ininiflration  of  the  public  revenue  could  leave 
in  the  pockets  of  the  people.    A  nation  fuffers 
doubly  when  its  taxes  are  moflly  ipent  in  fo- 
reign countries,  and  not  returned  to  thofe 
who  out  of  their  means  formed,  as  it  were,  a 
rich  cuflomer,  that  difappoints  their  {pecula- 
tion by  fpending  his  money  abroad.    Even  the 
lofs  of  a  private  rich  cuflomer  is  felt  by  a  na- 
tion in  feveral  of  its  ramifications.     That  fyf- 
tem  of  taxation  is  every  where  the  befl  which 
collects  the  finallefl  poflible  fum  for  the  attain- 
ment 
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ment  of  public  objects  at  the  fmallefl  poffible 
expence,  and  in  a  manner  which  reftricts  nei- 
ther the  perfonal  liberty  nor  the  property  of 
the  fubjec~l ;  and  that  adminift  ration  is  the 
wifeft  which  applies  the  public  revenue  with 
the  flrieteil  economy  to  thofe  public  objects 
only  that  are  acknowledged  neceffary  and  ufe- 
ful,  or  genuine  public  obje6ts. 

If  a  flate  be  involved  in  wars  or  expofed  to 
other  great  misfortunes,  its  ordinary  annual 
revenue  proves  infufficient ;  it  is  obliged  to 
have  recourfe  to  a  treafure  previoufly  accu- 
mulated for  extraordinary  occafions,  to  an  in- 
creafe  of  taxes,  or  to  loans.  Every  one  of 
thefe  refources  renders  the  public  confump- 
tion  more  confiderable. 

A  treafure  may  be  accumulated  by  levying 
a  fomewhat  larger  amount  of  taxes  than  the 
current  neceflities  of  the  Hate  require,  and 
configning  every  year's  furplus  to  the  public 
exchequer.  This  increafes  the  public  con- 
fumption  by  the  whole  furplus  produce  of 
taxes  which  goes  to  the  exchequer ;  the  mo- 
ney depofited  is  withdrawn  from  circulation, 
and  the  nation  lofes  all  the  benefits  that  might 
have  been  derived  from  the  productive  em- 
ployment of  that  capital  during  the  time  that 
the  treafure  is  left  untouched.  However,  if  the 
nation  be  fo  opulent  that  the  preffure  of  fome- 
what 
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what  heavier  taxes  be  not  felt,  or  if  they  ab- 
forb  only  a  moderate  fliare  of  its  annual  pro- 
fits ;  if  the  treafure  be  accumulated  gradually, 
fo  as  to  occaiion  little  obftruciion  to  circula- 
tion, the  amaffing  of  a  public  treafure,  though 
Hill  oppreffive  to  the  nation,  offers  yet  one 
important  political  advantage:  the  nation  may 
appear  in  arms,  and  begin  a  war  quicker  than 
any  other,  and  carry  it  on,  at  lead  for  a  time, 
without  any  embarraffment,  and  at  a  lefs  ex- 
pence  ;    the    levying   of  additional   taxes  is 
avoided,  at  a  moment  when  the  nation  has  to 
flruggle  with  other  evils,  fuppofing  even  that 
from  its  favourable  iituation  it  were  perfectly 
fafe    againfl   immediate   hoftile   aggreffions ; 
and  if  debts  muft  be  incurred,  the  credit  of 
the  ftate  ftands  high.     This  iingle  advantage, 
which  prefuppofes,  befides,  a  dangerous  pro* 
peniity  to  warlike  meafures,  and  which  is  only 
calculated  to  fave  a  greater  evil  under  a  cer- 
tain preifure  of  circumitances,  can  never  be 
confidered  as  capable  of  balancing  the  perma- 
nent injury  done  to  the  nation  by  the  accu- 
mulation of  a  public  treafure.     Loans  muft, 
after  all,  be  reforted  to  when  the  treafure  is 
exhaufted. 

By  opening  a  public  loan  the  ftate  contracts 
a  debt.  The  capital  borrowed  is  generally 
confumed,  its  value  of  courfe  completely  loft, 

and 
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and  the  nation  mufl  pay  the  interefl  until  it 
repays  the  capital.  When  a  capital  is  embark- 
ed in  produ6live  employment,  the  borrower 
reproduces  the  capital,  and  along  with  it  the 
intereft  and  a  profit  for  himfelf ;  he  repays 
the  capital  and  intereft,  as  it  were,  with  the 
identical  capital  borrowed:  but  when  the  ftate 
borrows,  the  total  value  of  the  capital  is  con- 
fumed ;  government  is  unable  to  pay  either 
capital  or  intereft  out  of  the  capital  bor- 
rowed ;  both  muft  be  drawn  from  another 
fource,  namely,  from  the  remaining  property 
of  the  nation. 

Some  political  philofophers  are  ftill  harbour- 
ing the  ftrange  opinion  that  national  debts 
are  not  injurious  to  the  wealth  of  a  nation ; 
nay,  others  go  fo  far  as  to  confider  them  as 
component  parts  of  the  national  wealth.  They 
fay :  "  When  individual  members  of  the  na- 
"  tion  lend  a  capital,  they  themfelves  enjoy 
<c  the  intereft  of  that  capital.  The  whole  ca- 
"  pital  is  fpent  among  the  people ;  one  part 
"  of  them  pays  the  intereft,  another  (the 
<c  ftockholders)  receive  it.  The  nation  is  not 
"  grown  poorer,  it  has  the  fame  capital  and 
"  the  fame  income  ftill.  The  ftate  paper  re- 
"  prefents  the  capital,  and  may  be  ufed  as 
c<  ready  money.  It  has  the  fame  effecV* 

Neither 
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Neither  of  thefe  affertions  can  be  ferioufly 
maintained.      The  creditor,  it  is  true,  gets 
his  intereil,  but  not  from  the  produce  of  his 
capital,  he   gets   it  out   of  the   produce   of 
the  capitals  of  others,  from  whom  the  flate 
is  forced   to   collect  it.     Though  the  flate- 
paper  be  worth  fomething  as  long  as  the 
credit  of  the  flate  lafls,  and  may  even  be 
productive  of  fome  good  by  increafing  the 
mediums  of  payment,  yet  what  is  become  of 
the  capital  which  it  reprefents  ?     That  capital 
is  gone,  and  can  never  be  re-placed  but  by 
another  frefh  capital.     Had  the  capital  been 
lent    to    promote    fome    ufeful    productive 
undertaking,  it  would  flill  be  in  exiflence, 
and  the  acknowledgment  of  the  undertaker 
along  with  it.     In  the  cafe  of  national  debts 
the  acknowledgment  only  exifls,  the  capital 
vanifhes.     That  the  natjpnal  acknowledgment 
of  a  debt  is  more  effective  in  circulation  than 
a  private   acknowledgment,  is   true,  and  it 
is  undoubtedly  an  advantage,  but  that  ad- 
vantage is  due  to  the  folvency  of  the  refl  of 
the  nation.     Afk  Holland  what  is  become  of 
the  capitals  reprefented  by  her  national  debts ; 
they  are  reduced  to  one-third  of  what  they 
were  before  its  annexation  to  France,  or  the 
intereft  is  reduced  at  once  from  three  to  one 
per  .cent.     If  it  be  faid  that,  in  countries 

over- 
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overflowing  with  capital,  the  money  lent  to 
the  nation  is  not  withdrawn  from  pro- 
du6tive  employment ;  that  it  would  lay  idle 
or  be  confumed  by  its  owners  :  it  mayj  be  an- 
fwered,  that  the  nation  would  be  more 
benefitted  by  enjoying  its  capitals,  than  by 
wafting  them  in  warlike  enterprizes,  and 
that,  in  that  cafe,  the  nation  would  not  be 
burthened  with  the  payment  of  a  permanent 
interefl.  Every  public  loan  has  the  pernicious 
effect  of  withdrawing  capital  from  pro- 
ductive labour  or  enjoyment,  to  devote  it  to 
public  confumption,  and  of  preventing  all 
the  profits  which  might  have  been  made,  and 
all  the  enjoyments  which  might  have  been 
procured  with  that  capital.  Capitalifls,  when 
they  lend  their  money  to  undertakers  and 
receive  the  intereft  from  their  actual  produce 
of  their  property,  a*e  productive  members 
of  the  nation  ;  when  they  lend  to  the  ftate, 
they  become  unproductive  members ;  they 
then  live  upon  the  produce  of  other  people's 
property.  Public  loans  are  a  public  con- 
fumption, and  Hate-papers  are  no  component 
parts  of  national  wealth.  The  acknowledge- 
ment of  a  debt  due  by  the  nation,  gives  to 
one  part  of  the  nation  (the  creditors  of  the 
ftate)  a  claim  upon  the  property  of  the  other 
part :  but  this  claim  has  no  folid  foundation. 

The 
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The  trade  with  flocks  produces  nothing  to 
the  nation,  and  becomes  highly  injurious 
when  it  degenerates  into  gambling  fpecula- 
tions  (agiotage).  It  effects  nothing  but  an 
exchange  of  flate  creditors,  or  a  transfer  of 
flocks  from  one  hand  to  the  other,  without 
the  leafl  addition  to  their  real  value.  When 
the  buyers  and  fellers  are  merely  watching 
the  frequent  accidental  rifing  and  finking  of 
the  flock,  thefe  gambling  fpeculations  attract 
a  confiderable  capital,  and  render  it  unpro- 
ductive. Every  individual  gain  in  flock- 
jobbing,  as  in  any  other  game  of  chance, 
is  a  lofs  to  another  individual  member  of  the 
community.  The  flock-jobber  gains  nothing 
through  the  produ6live  powers  of  his  capital ; 
what  he  gains  is  loll  by  lefs  fkilful,  or  more 
unfortunate  gamblers. 

But  though  national  debts  be  always  an 
evil,  they  yet  are  frequently  an  unavoidable 
.evil ;  and  of  all  the  means  the  flate  can 
refort*to  in  cafe  of  need,  they  certainly  are 
the  befl.  A  public  loan  raifes  the  fum  wanted 
at  once,  and  the  nation  re-pays  it  but  gra- 
dually. If  the  flate  be  certain  to  fupply  its 
pecuniary  wants  at  the  ufual  rate  of  interefl,. 
public  loans  are  undoubtedly  preferable  to 
accumulating  a  treafure ;  they  do  not  with- 
draw money  from  circulation  for  a  long  time, 

and 
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and  the  care  of  amaffing  is  left  to  the  fubjecl;, 
of  whom  the  flate  borrows  its  money  in  an 
emergency.  But  though  the  expediency  of 
public  loans  be  admitted,  it  mufl,  however, 
not  be  fuppofed  that  the  wealth  of  the  nation 
is  increafed,  or  not  injured  by  the  expedient. 
Whoever  borows  a  capital  for  the  purpofe  of 
confuming  it,  and  not  to  employ  it  in  pro- 
ductive labour,  does  always  unavoidably 
diminifli  his  property. 

There    are   different    methods    of   raifing 
money  by  public  loans.      The   flate   either 
engages  to  repay  the  capital  at  a  certain  time, 
or  in  certain  portions ;  or  it  referves  to  itfelf 
the  right  of  keeping  the  capital  at  its  own 
option,  in  which  cafe  it  infures  a  permanent 
interefl  to  the  creditor.      The  firft  method 
varies  according  to  the  mode  of  raifing  the 
money,  according   to   the  fecurity,  and  ac- 
cording to  the  re-payment.     It  is  not  often 
that  the  flate  borrows  upon  pledges  or  mort- 
gages of  land,  it  more  frequently  gives  Ex- 
chequer bills  or  paper  money  in  payment  for 
its  wants,  and  engages  to  redeem  them  at  its 
option  at  the  period  of  peace,  or  at  any  other 
time  with  or  without  inter  eft.     If  fuch  paper 
finks  in  credit,  public  functionaries  paid  with 
it  are  great  fufferers,  and  the  flate  itfelf  cannot 
fupport  it  long.     In  this  cafe  a  public  loan 

would 
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would  have  been-  far  preferable  ;  were  the 
interefl  of  the  loan  deducted  from  the 
falaries  of  public  functionaries,  they  would 
fuffer  lefs  than  from  a  depreciation  of  fuch 
flate  paper.  Sometimes  the  flate  repays  part 
of  the  capital  along  with  the  annual  intereft, 
or  it  enters  into  a  fort  of  gambling  contract 
with  the  public  creditors,  and  engages  to  give 
every  one  of  them  a  higher  rate  of  interefl 
as  long  as  he  lives,  provided  they  all  re- 
nounce their  claims  upon  their  refpeclive 
capitals ;  in  this  cafe  the  creditor  profits  by  a 
long  life  and  the  flate  by  the  untimely  death 
of  its  creditors  ;  or  it  grants  to  a  limited 
number  of  creditors  the  ufual  rate  of  interefl, 
and  pays  the  whole  amount  of  this  interefl  in 
full  as  long  as  there  is  a  fingle  member  of 
the  fociety  that  lent  the  money  living,  fo 
that  the  lafl  furviving  creditor  enjoys  the 
interefl  of  all  thofe  that  are  dead,  and  the 
debt  itfelf  becomes  extincl;  at  his  deceafe. 
The  former  way  of  raifing  money  is  by  life- 
annuities,  the  latter  by  a  tontine.  Some- 
times the  flate  borrows  by  anticipations,  it 
takes  the  amount  of  certain  duties  which 
it  has  to  receive,  in  advance,  and  applies 
the  taxes  to  the  re-payment  of  both  capital 
and  interefl ;  or  it  fells  its  claim  to  certain 
permanent  taxes,  as  was  done  in  England  by 
D  D  the 
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the  late  William  Pitt  with  the  land-tax.  The 
mod  profitable  method,  however,  is  that 
which  is  now  almoft  generally  adopted.  It 
infures  a  permanent  intereft,  and  leaves  the 
re-payment  of  the  capital  to  the  option  of 
the  date.  It  is  called  the  funding  fyftem, 
becaufe  a  fund  is  affigned  for  the  payment  of 
the  intereft.  If  there  be  alfo  a  fund  affigned 
for  the  repayment  of  the  debt  itfelf,  the  latter 
is  called  a  linking  fund.  In  this  fyftem  the 
tax  affigned  pays  the  intereft  only :  but  to 
provide  at  the  fame  time  for  the  re-payment 
of  the  capital,  this  tax  is  laid  on  a  little  higher, 
and  the  overplus  of  its  produce  is  deftined 
for  the  gradual  extinction  of  the  debt.  This 
furplus,  namely,  is  increafed  from  year  to 
year,  by  the  addition  of  the  intereft  which  ia 
faved  of  that  part  of  the  capital  that  has 
actually  been  paid,  by  re-purchaiing  fome  of 
the  flock.  If  this  fyftem  has  not  yet  been 
able  to  reduce  the  national  debt  in  the 
country  where  it  had  been  religioufly  adhered 
to,  till  18 1 1,  it  has  at  leaft  enabled  that 
country  to  borrow  with  more  facility. 

Other  methods  have  been  tried  with  various 
fuccefs.  Some  ftates  have  even  gone  fo  far 
as  to  force  the  rich  to  lend  them  their  money; 
fuch  loans  are  juftly  ftyled  forced  loans. 
Others  have  inticed  the  money  out  of  the 

pockets 
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pockets  of  the  fubject  by  means  of  lotteries, 
and  paid  the  prizes  with  Hate  paper.     The 
particular  inveftigation  of  the  different  fyf- 
tems  of  railing  loans  for  the  ftate,  belongs  to 
financial    fcience.      It    may,    however,    be 
obferved,  that  forced  loans  are  much  more 
prejudicial  to  a  nation  than  voluntary  ones. 
They  drive  the  rich  from  the  country,  or  pre- 
vent their  employing  their  money,  and  with- 
draw from  productive  labour  fuch  capitals  as 
would  have  been  moil  productive.     They  im- 
pair the  productive  powers  much  more  than 
voluntary  loans  which  are  contracted  merely 
from  views  of  private  intereft,    State  lotteries 
invite  the  people  in  a  mafs  to  gamble,  and 
flifle  the  inclination  to  labour  by  holding  out 
deceitful  hopes  and  betraying  into  idlenefs 
the  few  adventurers  who  chance  to  be  gainers. 
It  is  rare  that  prizes  in  a  lottery  are  properly 
applied.     Life-annuities  and  tontines,  by  en- 
abling thofe  who  would  have  been  obliged  to 
work  for  a  maintenance  to  fubfifl  at  the  ex- 
pence  of  the  prefent  and  fucceeding  gene- 
rations, encourage  idlenefs  and  prodigality. 
The  annuitants  live  on  the  taxes  paid  by  the 
people,  and  rob  their  poflerity  of  the  capitals 
they  had  a  right  to  expect  of  them.     They 
weaken  domeftic    affections ;    they  diminifh 
the-national  wealth  by  the  total  amount  of  the 
p  D  a  capitals 
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capitals  they  fink  and  their  eventual  produce. 
Every  public  creditor  in  iliort  lives  at  the 
expence  of  the  nation.  Were  it  not  for 
public  loans  or  national  debts  in  general, 
capitalifis  would  be  obliged  to  embark  their 
money  in  ufeful  productive  undertakings. 
The  undertakers  would  pay  the  intereft  out 
of  their  profits,  and  live  comfortably  on  the 
produce  of  the  capital.  The  fupport  or 
maintenance  of  the  capitalists,  far  from  being 
burthenfome,  would  be  beneficial  to  the 
people.  Many  capitaliits  would  be  forced 
to  engage  in  productive  enterprizes ;  they 
would  improve  the  foil  of  their  eftates,  cul- 
tivate walte  lands,  and  help  to  increafe  the 
wealth  of  the  nation,  whilft  the  facility  to 
place  their  money  in  the  flocks  invites  them 
to  idlenefs  and  luxury,  and  prevents  for  ever 
the  ufeful  effects  of  their  capitals. 

AVhen  a  ftate  is  unable  to  perform  its 
pecuniar}'  engagements,  it  difguifes  its  fitua- 
tion  by  paying  the  national  creditor  in  paper 
or  coin,  worth  lefs  than  that  which  had  been 
lent  to  the  nation,  or  by  arbitrarily  lowering 
the  intereft.  A  total  failure  would  caufe  a 
violent  commotion  :  but  if  it  be  gradually 
prepared,  it  perhaps  would  not  operate  fb 
fatally  upon  the  national  profperity  at  large, 
as  it  appears  at  firlt  fight.  No  real  capital 

would 
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would  be  loft,  that  is  gone  long  fmce,  and  it 
can  never  be  repaid  but  out  of  the  property 
of  the  nation.     The  fums  raifed  to  defray  the 
annual   intereft  would  be  employed  in  pro- 
dudtive  undertakings,  inftead  of  being  paid 
to  idle  ftockholders  ;  thefe  would  be  forced  to 
return  to  the  labouring  clafs,  and  to  produce 
commodities  of  real  value,  and  as  there  would 
be  no  longer  any   inducement  to    withhold 
capitals  from  productive  trades,  capitals  would 
flow    into    ufeful    channels.      That    fuch    a 
meafure  muft  be  deprecated  as  highly  unjuft 
to  the  ftate  creditor,  is  evident.      The  ftock- 
holders, and  moft  of  thofe  who  derive  their 
fupport  from  them,  would  be  cruel  fufferers, 
and  it  is  impoffible  to  calculate  the  individual 
calamities  and  inconveniencies  which  would 
extend  to  every   ramification  of  the  higher 
and  middle  ranks :  but  it   appears  that  the 
majority  of  the  nation  would  be  conliderably 
benefited  by  the  non-payment  of  thofe  fums 
which  are  now  paid  to  the  ftockholders  ex- 
cluiively.       The    confideration   that  fuch  a 
meafure  would  be  deftru6live  of  the  public 
credit  of  the  nation  can  have  no  weight,  as 
it  would  be  the  height  of  folly  to  incur  the 
odium  of  fuch  an  attempt,  and  to  expofe  the 
nation  to  fuch  a  tremendous  convulfion  with- 
out the  moft  folemn  determination  never  to 
4  refort 
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refort  again  to  the  fyftem  of  providing  for  the 
expences  of  the  flate  by  public  loans. 

The  liquidation  of  an  overgrown  national 
debt  is  one  of  the  moil  difficult  problems  in 
political  economy,  and  in  an  elementary 
treatife  it  is  impoffible  to  difcufs  the  merits 
of  the  different  plans  that  have  been  fuggefted. 
They  all  require  great  facrifices.  And  as 
neither  the  cancelling  nor  the  liquidation  of 
a  national  debt  can  be  accomplished  without 
injuftice  to  one  part  of  the  nation  or  the 
other,  it  ought  firfl  to  be  clearly  demonftrated 
that  it  is  the  leafl  unjuft,  before  either  of  the 
meafures  can  be  recommended. 
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